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nection with transactions in 
beneficial interests in inter 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 15/October 21, 1974 


See Securities Exchange Act Release No. 11066/October 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11062/October 18, 1974 


Admin. Proc. File No. 3-4537 
In the Matter of 


KOSS SECURITIES CORPORATION 
1266 E. 24th Street 

Brooklyn, New York 

(8-15540) 


THEODORE KOSS 


ORDER SUSPENDING BROKER-DEALER OPERA- 
TIONS 


The order instituting these broker-dealer proceedings 
under the Securities Exchange Act alleges that Koss Se- 
curities Corporation (‘‘registrant’’), a registered broker- 
dealer, and its president, Theodore Koss, were each con- 
victed in 1974 of felonies arising out of transactions in 
securities. It further alleges that respondents violated 
the Exchange Act's credit extension requirements and 
failed to file a required amendment to registrant's 
broker-dealer registration forrn. 


One of the issues raised by the order for proceedings is 
whether registrant’s broker-dealer registration should 

be suspended pending final determination of the remain- 
ing issues raised by the order. Solely for the purpose of 
settling that issue, and without admitting or denying 

the allegations in the order for proceedings, registrant 
consents to the Commission finding that it is necessary 
and appropriate in the public interest for the protection 
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of investors to suspend its registration, pending a hearing 
and final determination of the charges set forth in the 
order for proceedings. In addition, Koss has undertaken, 
without admitting or denying the allegations against him, 
to refrain from being associated with any broker-dealer, 


investment company or investment adviser pending a hear- 


ing and final determination of the charges against him. 


In view of the foregoing, it is necessary and appropriate in 
the public interest to impose the suspension to which re- 
spondent has consented and to accept Koss’s undertaking. 


Accordingly, 1T 1S ORDERED that, pending final deter- 
mination of the issues raised in the order for proceedings 
herein, Koss Securities Corporation be, and it hereby is, 
suspended from conducting any business as broker- 
dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11063/October 18, 1974 


Admin. Proc. File No. 3-4513 
In the Matter of 


MUTUAL FUNDS ASSOCIATES, INC. 
2 Penn Center Plaza 

Philadelphia, Pennsylvania 

(8-8517) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these proceedings under the Securities Exchange Act, 
Mutual Funds Associates, Inc., a registered broker-dealer, 
has submitted an offer of settlement which the Commis- 
sion has determined to accept. Solely for the purpose of 
these and any other proceedings brought by or before the 


Commission, and without admitting or denying the allega- 


tions in the order for proceedings, respondent consents to 
the findings and sanction below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that, during the period from about 
February 1971 to November 1972, respondent willfully 
violated Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Ruie 10b-5 thereunder in 
that, in the offer and sale of common stock of Lomma 
International, Inc., it made material misrepresentations 
concerning, among other things: 


1. The nature of Lomma’s businesses and assets, and the 
value of the latter; 


2. The market for Lomma’s products; 
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3. Future dividends to be paid by the company; 


4. The future trading market for Lomma’s stock, its 
listing on the American Stock Exchange, and prospective 
increases in its price; and 


5. The speculative nature of an investment in Lomma. 1/ 


The offer of settlement provides that respondent's regis- 
tration as a broker and dealer may be suspended for 40 
calendar days. But such suspension will not preclude 
activities involving either open-end investment companies 
or unsolicited orders from respondent's present customers. 
At the end of the suspension, respondent agrees to de- 
liver an affidavit to the Commission’s Washington Regional 
Office stating that it has complied with the sanctions im- 
posed by the Commission. In addition, respondent under- 
takes not to enter into any underwriting for six calendar 
months after the end of the suspension. Nor will it enter 
into any underwriting thereafter until its plans and pro- 
cedures with respect to any such underwriting have been 
accepted by the Commission’s staff. 


In connection with its offer, respondent represents that 
its specialty is mutual funds, that it relied in good faith 
on Lomma’s statements, and that its dealings with Lom- 
ma were in good faith. Respondent further represents that 
it has cooperated with the Commission’s staff in the in- 
stant proceedings. It also claims to have employed coun- 
sel to advise it with respect to appropriate guidelines 

and standards. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that, subject to the condi- 
tions and undertakings set forth above, the broker-dealer 
registration of Mutual Funds Associates, Inc. be, and it 
hereby is, suspended for 40 calendar days commencing 
as of the opening of business on November 4, 1974. 2/ 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent in these proceedings. 


2/ Of course, this order has no effect on respondent's 
freedom to engage in activities that can lawfully be con- 
ducted by persons who are not registered under the Act 
as brokers and dealers. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11064/October 18, 1974 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 (“Exchange Act’’) the temporary suspension 
of over-the-counter trading in the securities of Bio-Medical 
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Sciences, Inc. (‘Bio-Medical’), a New York corporation 
located in New York City, for the ten-day period October 
21, 1974 through October 30, 1974. 


The Commission initiated the suspension of trading in the 
securities of Bio-Medical from October 11, 1974 through 
October 20, 1974 because counsel for certain board mem- 
bers and noteholders of Bio-Medical have furnished infor- 
mation to the staff which raises substantial questions 
regarding Bio-Medical’s current financial condition. The 
Commission has initiated the temporary trading suspen- 
sion in the securities of Bio-Medical for a further ten-day 
period. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 
to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11065/October 21, 1974 


Admin. Proc. File No. 3-4104 

In the Matter of the Application of 

CHARLES E. MARLAND & CO., INC. 

14401 Sylvan Street 

Van Nuys, California 

and 

CHARLES E. MARLAND 

HAROLD J. MONSON 

C. CLYDE ALLISON 

For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


FINDINGS, OPINION AND ORDER MODIFYING 
ACTION OF REGISTERED SECURITIES ASSOCIATION 


Violations of Rules of Fair Practice 
Improper Trading in Mutual Fund Shares 


Failure to Comply with Statement of Policy on 
Investment Company Sales Literature 


Failure to File Sales Literature with Association 


In proceedings for review of disciplinary action taken by 
registered securities association, association's findings that 
member's president and registered representatives impro- 
perly induced liquidations by customers of mutual fund 
shares and the reinvestment of the proceeds in other simi- 
lar funds, that member and president used sales literature 
which did not conform to the Commission’s Statement of 
Policy thereon and that such literature was not filed with 
the association as required, and that such actions violated 
association’s rules of fair practice, affirmed, and sanctions 
imposed therefor, sustained, except for modification of 
sanction as to one representative. 


APPEARANCES: 


Judd F. Osten, of Duryea, Randolph, Malcolm & Daly, 
for applicants. 


Andrew McR. Barnes and Frank J. Formica, for the 
National Association of Securities Dealers, Inc. 


These are applications pursuant to Section 15A(g) of the 
Securities Exchange Act of 1934 by Charles E. Marland & 
Co., Inc., a member of the National Association of Securi- 
ties Dealers, Inc. (“NASD”), Charles E. Marland, former 
president and sole stockholder of the member, and Har- 
old J. Monson and C. Clyde Allison, former registered 
representatives, for review of disciplinary action taken 
against them by the NASD. 


The NASD found that Marland, Monson and Allison vio- 
lated Article III, Sections 1 and 2 of its Rules of Fair 
Practice 1/ during the period 1967-1970 in that they 
improperly recommended to many customers the liquida- 
tion of various investment company shares and the rein- 
vestment of the proceeds in other investment companies 
having similar investment objectives, thereby generating 
additional commissions for their own benefit. The NASD 
further found that the member and Marland violated 
Article I11, Section 1, by circulating among customers 
several pieces of investment company sales literature 
which did not conform to our Statement of Policy 2/ 
and which were not filed with the NASD as required. 3/ 
In addition, the NASD found that the member and Mar- 
land had violated Sections 1 and 27 of Article I!!! 4/ in 
failing to exercise proper supervision over Monson and 
Allison in connection with the switching of customers’ 
investment company holdings. 


The NASD censured the member and Marland, suspended 
the latter’s registration for 90 days, permanently barred 
him from registration as a principal, and fined him 
$15,000 jointly and severally with the member, as well 

as assessing costs. 5/ Monson and Allison were each cen- 
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sured, their registrations were suspended for 60 days, and 
they were assessed half the costs of the NASD Board of 
Governors’ review. 


Section 15A(h) of the Exchange Act, which defines the 
nature of our review of disciplinary action by the NASD, 
provides that we must dismiss these review proceedings 

if we find that applicants engaged in the conduct found 

by the NASD and that such conduct violated the designated 
rules of the Association, unless we further find that the 
penalties imposed by the NASD are excessive or oppressive, 
having due regard to the public interest, and should be can- 
celed or reduced. 


The NASD found that during the period from 1967 through 
August 1970, 61 switches in mutual fund shares were 
effected in 52 customers’ accounts. 6/ It calculated that 
the value of these customers’ holdings decreased $129,672, 
of which $77,505 represented dealer concessions paid to 
the member. The NASD also found that during 1968 and 
1969, 27 switches were made from Dreyfus Fund to other 
funds, primarily Keystone Funds (18 instances); while 
during 1969 and 1970, 32 switches were made from Key- 
stone Funds to other funds, primarily Dreyfus (21) and 
Oppenheimer (10). 


Applicants contend that the record fails to show impro- 
per inducements or recommendations to customers to 
sell their holdings and reinvest in shares of other invest- 
ment companies. The record indicates and applicants 
appear to concede that the reinvestment of the proceeds 
of the liquidations was based on their recommendations. 
Applicants deny, however, that they recommended or in- 
duced the /iquidations preceding the reinvestments. 


The transactions in question are treated by applicants as 
falling into two main groups: one, liquidations of invest- 
ments in Dreyfus Fund in the early part of the period; 
and two, liquidations of investments in Keystone Funds 
in the latter part of the period. Marland testified that the 
Dreyfus liquidations were primarily precipitated by 
rumors beginning in 1968 that the impending departure 
of Jack Dreyfus from the fund would have drastic adverse 
consequences and that such rumors were especially strong 
in a retirement community where a number of applicants’ 
customers lived. 7/ He further testified that he ‘‘coun- 
seled”’ with the customers and attempted to dissuade 
them from liquidating Dreyfus shares, and only when the 
customers could not be so convinced were they switched 
to other funds, principally into Keystone Funds, which 
were at that time well regarded. Marland also testified 
that later, in 1969-1970, during a pericd of a generally 
declining market and an especially poor performance 

of the Keystone Funds, a number of customers became 
dissatisfied with their Keystone Fund shares and insisted 
on redeeming them and investing in other funds or in 
leaving the investment company field altogether. Marland 
stated that when he could not dissuade the customers 
from their liquidations, to accommodate their wishes or 
keep them in investment company shares he sold thern 
shares of other funds, primarily Dreyfus and Oppenheim- 
er. 8/ 
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Applicants argue that where customers insist on changing 
their investments, because of inadequate performance or for 
other reasons, it is only natural that they would come to 
applicants and that applicants’ recommendations to cus- 
tomers with similar investment goals would be similar. 
They assert that all customers were specifically advised 
that reinvestment in another fund would require payment 
of another sales load. Each such customer signed a form 
stating that in connection with his sale of specified fund 
shares he understood that there was a sales charge appli- 
cable to his purchase of other specified fund shares. 


The NASD has repeatedly expressed its concern about 
trading mutual fund shares and warned that such activity 
raises serious questions under NASD rules. In a statement 
of policy under Section 2 of Article Il of the NASD’‘s 
Rules of Fair Practice, the NASD Board of Governors 
listed among practices which have resulted in disciplin- 
ary action and that violate a member’s responsibility for 
fair dealing, the following: 


“Trading in mutual fund shares, particularly on a 
short-term basis. It is clear that normally these 
securities are not proper trading vehicles and such 
activity on its face may raise the question of rule 
violation.” 9/ 


In a communication to all members in 1969, the Board 
stated that ‘“‘members are under an obligation to super- 
vise transactions in a manner which will ensure that im- 
proper ‘switching’ is not taking place within their organi- 
zation.” It was further stated that “‘in judging whether a 
member’s transactions involving trading or switching of 
mutual funds properly conform to these basic require- 
ments [Sections 1 and 2 of Article II1, Rules of Fair Prac- 
tice] , considerable weight would be given to the appear- 
ance of any pattern, such as the frequency with which 
changes in holdings were made, or the extent to which 
they were general.” 10/ 


The NASD considered that the number of Dreyfus invest- 
ments exchanged for Keystone shares in 1968 and the 
number of Keystone investments exchanged for Dreyfus 
and Oppenheimer shares in 1969 and 1970 evidenced a 
general pattern indicating that applicants induced the cus- 
tomers to switch in and out of a select few funds. 11/ 
The Association stated that mutual funds are normally 
suitable only as long-term investments and are inappropri- 
ate short-term trading vehicles, especially in view of the 
substantial sales charges usually involved; and concluded 
that where switching transactions are as numerous as 
they were here, they must have been encouraged by the 
registered representatives, with management's approval. 
The NASD also considered it unlikely that the 52 in- 
vestors who switched their mutual fund investments, 
many of whom were retired or of retirement age and 
long-term personal friends of Marland, would have in- 
sisted on making investment decisions contrary to the 
recommendations of their broker. 


In determining that the frequency of the switching transac- 
tions evidenced misconduct on the part of applicants, the 
NASD Committee and Board properly relied upon their 
experience in the securities industry. 12/ We concur with 
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the NASD that the pattern of customer exchanges demon- 
strated by the record in this case justifies a presumption 
of improper recommendations on the part of applicants 
which they have failed to rebut. Accordingly, we sustain 
the NASD’‘s findings of violations of Sections 1 and 2 

of Article II! of the NASD‘s Rules of Fair Practice. 


in addition to finding that Marland had an active and 
central role in the switching transactions, the NASD also 
found that he and the member failed to exercise proper 
supervision over Monson and Allison in violation of Sec- 
tion 27. Where findings of substantive violations are made 
against an individual who is an active participant in the 
misconduct involved, it is unnecessary to find him respon- 
sible for a failure of supervision with respect to the same 
misconduct. 13/ 


With respect to the firm, Section 27 provides that “final 
responsibility for proper supervision shall rest with the 
member.’’ We agree with the NASD that the member 
failed to carry out that responsibility here. Accordingly, 
we affirm the NASD’‘s finding of supervisory failure 
against the firm. 


As noted, the NASD also found that the member and 
Marland used five items of sales literature, intended to 
induce purchases of mutual fund shares, which did not 
conform to our Statement of Policy, 14/ and failed to 
file such materials with the NASD as required, in viola- 
tion of Article IIl, Section 1 of the NASD‘s Rules of 
Fair Practice. 


The material was found by the NASD examiners in the 
member's office and consisted of copies of a letter ad- 
dressed to “Dear Dreyfus Client” and a memorandum 
addressed to “Clients and Friends,” both signed by Mar- 
land for the member; a memorandum on the member's 
letterhead with respect to the use of mutual funds for a 
check-a-month program; and two newspaper articles re- 
printed by the member. Marland and the member admit 
that copies of such material had not been filed with or 
submitted to the NASD prior to the visit of the NASD 
examiners. They contend, however, that there was no 
proof that the material had been used, that three of the 
five items were not sales literature because they related 
to investments in general and not to a particular fund, 
and that the two reprints had not been prepared by or 
especially for the member and so were not material re- 
quired to be filed. 


We agree with the NASD that all the materials in question, 
including those designed to show the advantages of invest- 
ing in mutual funds generally, constituted sales literature 
within the meaning of our Statement of Policy. That State- 
ment defines sales literature to include any communica- 
tion used by a dealer “‘to induce the purchase of shares of 
an investment company,” and is not limited to literature 
used to induce purchases of shares of a specific investment 
company. 15/ The reprints of newspaper articles, one re- 
printed on the member's stationery and the other showing 
that it was reprinted by the member, clearly came within 


the definition of sales literature and the filing requirements. 


16/ 


At the NASD District Committee hearing, Marland speci- 
fically admitted distributing the letter addressed to Drey- 
fus clients. As to the rest of the items, he stated, “I have 
a feeling that perhaps some of them [his salesmen] might 
have picked them [the literature] up and carried them in 
their pocket and used them.” In view of Marland’s ad- 
missions and the nature of applicants’ business, we con- 
clude that the NASD was warranted in finding that the 
items in question were used to solicit purchases. 


It is also clear that the sales material in question was not 
in all respects consistent with our Statement of Policy. 
For example, the reprint of one of the newspaper articles 
discussed “‘dollar cost averaging’ without making clear 
that the investor must take into account his financial 
ability to continue such plan through periods of low 
price levels, that such plans do not protect against loss 
in value in declining markets, and that the investor will 
incur a loss if he discontinues the plan when the market 
value of his accumulated shares is less than his cost. Sec- 
tion (n)(2) of the Statement of Policy declares that it is 
considered materially misleading for sales literature to 
discuss dollar cost averaging without making these dis- 
closures. Such details might not usually be found in a 
newspaper article. But when a broker-dealer firm under- 
takes to reprint an article under its firm name for use 

as sales literature, it is incumbent upon the firm to as- 
sure itself that the reprint complies with the Statement 
of Policy or to attach supplementary material supplying 
any disclosure deficiencies. Accordingly, we affirm the 
NASD’‘s findings of violation. 


IV. 


Applicants contend that they were denied due process 

in being refused the opportunity to cross-examine the 
NASD investigator. Applicants’ counsel appended an 
affidavit to the brief filed with us in which he claims 

that prior to the District Committee hearing he inquired 
of the NASD District Director whether cross-examination 
would be allowed of NASD staff members who had made 
the investigation of the member firm and was told that 
such cross-examination was not permitted under NASD 
procedures. Counsel declares that in his opinion he 
would have been able “‘to discredit the investigation” had 
he been allowed to cross-examine the NASD staff investi- 
gator. 


The NASD in its brief states that the District Director, in 
response to an inquiry, denied the statement attributed 
to him respecting the right to cross-examine. The NASD 
points out that cross-examination of any witness is per- 
mitted at hearings before it and that a respondent may 
ask to examine any person, including NASD personnel, 
whose testimony is deemed relevant. 17/ 


The issues in this case revolve principally around the 
charge of improper switching of investment company 
shares. The evidence in support of this charge was pre- 
sented at the District Committee hearing by the NASD 
staff member who conducted the investigation of the 
member firm. Such evidence, which dealt with the number 
and the factual details of exchanges of investments in 
shares of one fund for shares of another fund, was derived 
from the member firm's records, and applicants have not 
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contested its accuracy. The asserted deprivation of the 
right to cross-examine was not raised at the District Com- 
mittee hearing, nor, after the adverse decision of that Com- 
mittee, on appeal to the Board of Governors, but for the 
first time on appeal to us. The staff investigator and his 
superior, the District Director, both participated at the 
District Committee hearing. They were available for, and 
in fact answered questions raised by Committee members 
and applicants’ counsel. 


Given the informal nature of District Committee hearings, 
the uncontested nature of the documentary evidence, and 
the absence of any claim of deprivation of cross-examina- 
tion rights before the NASD, we find no merit in appli- 
cants’ contention of denial of due process. 18/ 


V. 


With one exception, relating to Allison, we cannot find 
the penalties imposed by the NASD excessive or oppres- 
sive, having due regard to the public interest. 


Applicants, as noted, have urged that the record contains 
no evidence of switching in violation of the NASD rules. 
Accordingly, they argue that no penalties should be im- 
posed based on the transfers of investment company 
shares, and that the sales literature charges against the 
member and Marland do not justify the penalties im- 

posed on them. The difficulty with this argument, of 
course, is that, as found above, we concur with the NASD’‘s 
findings as to improper switching, which activity is con- 
cededly the principal matter involved in these proceed- 
ings. And in view of disciplinary action taken by the NASD 
in another proceeding barring Marland and Monson from 
association with any NASD member, from which no ap- 
peal has been taken, 19/ the suspensions imposed by the 
NASD against them in this proceeding will have no prac- 
tical effect. 20/ 


As to Allison, he seems to have played a lesser role than 
Marland and Monson. Allison testified that he had not 
been associated with the firm since June 1970, when he 
was severely injured in a fire, as a result of which he was 
disabled and out of the business for a year and a half. He 
was therefore not involved in the pattern of switches in 
1970 from Keystone shares to shares of Dreyfus and 
Oppenheimer Funds. Of the 61 switches found by the 
NASD, Allison seems to have been involved in only 4 

or 5 during the period 1968-1969. 


Under the circumstances, we are of the opinion that a 
suspension of Allison’s registration for 60 days, the same 
sanction imposed on Monson, is excessive, having due re- 
gard to the public interest, and should be reduced to a 
period of ten days. 


Accordingly, 1T 1S ORDERED that the penalties imposed 
on Allison be modified to censure and a 10-day suspension 
of registration, and that the penalties imposed on the other 
applicants and the NASD’‘s assessment of costs be, and 
they hereby are, affirmed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, SOMMER and POLLACK). 
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George A. Fitzsimmons 
Secretary 


1/ Section 1 of Article II! requires the observance of 
high standards of commercial honor and just and equitable 
principles of trade. Section 2 requires reasonable grounds 
for believing that a recommendation to a customer for the 
purchase, sale, or exchange of securities is suitable. In an 
interpretation of Section 2, the NASD characterized trad- 
ing in mutual fund shares, particularly on a short-term 
basis, as activity which “‘on its face may raise the ques- 
tion of rule violation.’ NASD Manual, p. 2052. 


2/ Investment Company Act Release No. 2621 (October 
31, 1957). 


3/ NASD Manual, para. 5002, p. 5011. 


4/ Section 27 requires each member to maintain and en- 
force written procedures to assure compliance with appli- 
cable statutes and rules by its personnel. 


5/ The District Cornmittee had permanently barred 
Marland from association with a member in any capacity 
and had fined him and the member $15,000 each. 


6/ The record includes a list indicating that during a 42 
month period in 1967-1970 there were 89 instances in 
which customers had liquidated holdings of investment 
company shares and used the proceeds to purchase shares 
of various other investment companies, with an average 
holding period of 29 months. The NASD charged viola- 
tions only with respect to 61 such instances. 


7/ The record indicates that 13 of the 27 customers who 
liquidated their Dreyfus shares lived in this community. 


8/ Of the 18 customers who had liquidated Dreyfus 
shares in 1968 and reinvested the proceeds in Keystone, 
four liquidated their Keystone shares in 1970 and rein- 
vested the proceeds in the Oppenheimer Fund. 


9/ NASD Manual, pp. 2051-2052. 


10/ NASD News, Vol. XXIX, No. 3, November 1969, 
pp. 4-5. 


11/ The NASD considered that the member's inventory 
of blank forms for the purpose of having customers 
acknowledge that they would be paying additional sales 
charges in switching from one fund to another indicated 
that the member anticipated frequent switching. 


12/ Cf. Palombi Securities Co., Inc., 41 SEC 266, 270 
(1962). 


13/ Cf. Fox Securities Company, Inc., Securities Ex- 
change Act Release No. 10475 (November 1, 1973), 2 
SEC Docket 667, 669 and cases there cited. 


14/ Our Statement of Policy regarding investment com- 
pany sales literature sets forth for the guidance of issuers, 
underwriters and dealers certain types of representations, 
whether express or implied, considered to be materially 










































misleading and violative of statutory standards. The NASD 
administers the Statement of Policy as part of its system 

of industry self-regulation and requires the filing with it 

of sales literature prepared by, or especially for its mem- 
bers. NASD Manual paragraphs 5001-02, 5101-17, pp. 5011, 
5021-32. 


15/ Ernest F. Boruski, Jr., 40 SEC 258, 260 (1960). Cf. 
G. J. Mitchell, Jr. Co., 40 SEC 409, 412 (1960). 


16/ Cf. WCBA Investments, Inc., 43 SEC 1136, 1138-39, 
(1969). 


17/ In the course of our review of many NASD disciplin- 
ary proceedings, it has been our observation that cross- 
examination of persons who testify has generally been 
permitted as a matter of course, and we are unaware of 
any NASD statement or rule restricting such right. 


18/ Cf. Gateway Stock and Bond, Inc., 43 SEC 191, 195 
(1966). 


19/ At the hearings herein Marland announced that he was 
discontinuing the member’s broker-dealer business, and 

the member firm withdrew its broker-dealer registration 
with us in March 1972. In December 1971, Marland and 
Monson became registered representatives with another 
member firm in another NASD District. In proceedings 
before the NASD District Committee in that District, 

that District Committee found that during the period 

from about December 1971 to October 1972, Marland 

and Monson improperly induced customers to switch 
investment company shares, and fined Marland and Monson 
$5,000 each in addition to barring them. No appeal having 
been taken, such decision became final (NASD Press Re- 
lease, December 31, 1973). 


20/ Cf. Hagen Investments, Inc., Securities Exchange Act 
Release No. 9325, p. 7 (September 7, 1971), affirmed 460 
F.2d 1034 (C.A. 10, 1972). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11066/October 21, 1974 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 15/October 21, 1974 


Admin. Proc. File No. 3-4287 
In the Matter of 


NORTH AMERICAN PLANNING CORPORATION 
230 Park Avenue 


New York, New York 
(8-5154) 


WILLIAM ROBERT RUBIN 
2000 Linwood Avenue 
Fort Lee, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange and Securities Investor Protection Acts, North 
American Planning Corporation, a registered broker-deal 
er, and William Robert Rubin, a director of North Ameri- 
can, have submitted offers of settlement which the Com- 
mission determined to accept. Without admitting or 
denying the allegations in the order for proceedings, re- 
spondents consent to findings of misconduct as alleged 

in that order and to the imposition of specified sanctions. 


On the basis of the offers of settlement and the order for 
proceedings it is found that: 1/ 


1. On August 8, 1972, the United States District Court 
for the Southern District of New York permanently en- 
joined North American and its officers and directors 
from violating the net capital provisions of the Exchange 
Act and ordered the appointment of a trustee for North 


American under the Securities Investors Protection Act. 
2/ 


2. During the period from about June 1972 to April 

1973, respondents willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with the offer and 
sale of the common stock of All States Insurance Company 
of Alabama. False and misleading statements were made 
relating to 


a. Whether the All States shares were freely tradeable, 
not restricted and non-control stock; 


b. Whether such shares were delivered to North American 
in a form that permitted it to freely pledge, trade or other- 
wise transfer those securities; and 


c. Whether the subordination of the All States shares 
detrimentally affected North American’s net capital 
position. 


3. During the period from about March 1972 to April 
1973, North American, willfully aided and abetted by 
Rubin, willfully violated the net capital, recordkeeping, 
reporting and credit extension provisions of Sections 
15(c), 17(a) and 7(c) of the Exchange Act and Rules 
15c-3, 17a-3, 17a-4, and 17a-5 thereunder and Regula- 
tion T promulgated by the Board of Governors of the 
Federal Reserve System. 


4. During the period from about January 1972 to April 
1973, North American, willfully aided and abetted by 
Rubin, willfully violated the periodic reporting require- 
ments of Section 15(d) and Rules 15d-1 and 15d-13 
thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settlement. 


Accordingly, 1T IS ORDERED that the broker-dealer 
registration of North American Planning Corporation be, 
and it hereby is, revoked except for transactions and ac- 
tivities concerning the liquidation of North American 
being and to be conducted by its trustee; and it is further 


ORDERED that William Robert Rubin be, and he herebv 


SEC DOCKET/317 











is, barred from being associated with any broker, dealer, 
registered investment company or investment adviser; 
and it is further 


ORDERED that the sanctions herein above imposed shall 
day after take effect day after the date of this order. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


2/ SEC v. North American Planning Corporation, et al., 
72 Civil Action File No. 3158. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11067/October 21, 1974 


Admin. Proc. File No. 3-4398 
In the Matter of 


FAUNCE SECURITIES, INC. 
59 Cross Street 

Lawrence, Massachusetts 
(8-14661) 


MARTIN J. HARRIS 
LEWIS GARSTON 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Faunce Securities, Inc. (“registrant’’), a registered broker- 
dealer, Martin J. Harris, president and treasurer of regis- 
trant, and Lewis Garston, sole trustee of a trust which 
during the period involved in these proceedings had owned 
all the non-voting common stock of registrant, have sub- 
mitted an offer of settlement which the Commission de- 
termined to accept. Solely for the purpose of these pro- 
ceedings under the Securities Exchange Act, and without 
admitting or denying the charges in the order for proceed- 
ings, respondents consent to the findings and the sanctions 
set forth below. 


On the basis of the offer of settlement and the order for 
proceedings, it is found that registrant, willfully aided and 
abetted by Harris and Garston, willfully violated: 


1. Section 17(a) of the Exchange Act and Rule 17a-5 
thereunder in that registrant failed to file a report of its 
financial condition for the year 1972 within the time re- 
quired by that Rule; and 


2. Section 15(b) of the Exchange Act and Rule 15b1-1 
thereunder from about January 22 to November 8, 1973, 
in that registrant's broker-dealer registration application 
contained inaccurate statements to the effect that no 
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trolled registrant’s business when, in fact, Garston con- 
trolled its business. 


pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Faunce Securities, Inc. be, and it 
hereby is, suspended for a period of six months from the 
date hereof, and it is further 


ORDERED that Martin J. Harris and Lewis Garston be, 
and they hereby are, barred from being associated with 
any broker or dealer, provided that Harris after three 
months and Garston after six months may apply for 
permission to become so associated in a supervised cap- 
acity upon a proper showing to the Commission of ade- 
quate supervision. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11068/October 21, 1974 


A notice has been issued giving interested persons until 

November 2 to request a hearing on applications of the 

following stock exchanges for unlisted trading privileges 
in the common stock of the specified companies: 


BOSTON STOCK EXCHANGE — 


Aquitaine Co. of Canada Ltd. 

Campbell Chibougmau Mines, Ltd. 
Canadian Export Gas & Oil Ltd. 
Canadian Honestead Oils Ltd. 

Distillers Corporation-Seagrams Limited 
Gaint Yellowknife Mines, Ltd. 

Home Oil Co. Ltd. 

Husky Oil Ltd. 

Northgate Exploration Ltd. 

Numac Oil & Gas Ltd. 

Pato Consolidated Gold Dredging Ltd. 
Ranger Oil (Canada) Limited 

Toltal Petroleum (North America) Ltd. 
Wainoco Oil Ltd. 

Walker (Hiram)-Gooderham & Worts Limited 
Western Decalta Petroleum Ltd. 


DETROIT STOCK EXCHANGE — 
Olin Corporation 


A notice has also been issued giving interested persons 
until November 6 to request a hearing on an application 
of the Boston Stock Exchange for unlisted trading 
privileges in the special series ‘‘A’’ accumulative con- 






person other than those named directly or indirectly con- 





In view of the foregoing, it is in the public interest to im- 











































vertible dividend redeemable after 1977, of |U Interna- 
tional Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11069/October 22, 1974 


See Investment Advisers Act Release No. 427/October 22, 
1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11070/October 24, 1974 


Admin. Proc. File No. 3-4101 
In the Matter of 


SECURITY BROKERS ASSOCIATES, INC. 
2703-05 E. Commercial Boulevard 

Ft. Lauderdale, Florida 

(8-14463) 


SECURITY BROKERS INVESTMENT, INC. 
2703-05 E. Commercial Boulevard 

Ft. Lauderdale, Florida 

(8-15662) 


WARD WILLIAM SETZER, JR. 
3830 N.E. 24th Avenue 
Lighthouse Point, Florida 


MARVIN HARVEY ALKOW 
306 North Highland Drive 
Hollywood, Florida 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Security Brokers Associates, Inc., (’“Secur- 
ity Associates’’) Security Brokers Investment, Inc., (“Se- 
curity Investment”) both registered broker-dealers, Ward 
William Setzer, Jr., president and a director of both firms 
and Marvin Harvey Alkow, executive vice-president and 

a director of both firms have made an offer of settlement, 
which the Commission has determined to accept. Solely 
for the purpose of settling these proceedings and without 
admitting or denying the allegations in the order for pro- 
ceedings, respondents consent to findings of misconduct 
as alleged in that order and to imposition of specified 
sanctions. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. At various times between January 1970 to August 23, 
1971, Security Associates, willfully aided and abetted 
by Setzer and Alkow, willfully violated: 


a. Section 15(c)(3) of the Exchange Act and Rules 15c3-1 


and 15c3-2 thereunder in that it effected transactions when 
its aggregate indebtedness exceeded 2,000 per centum of 
its net capital and it did not have and maintain net capital 
of not less than $5,000, and it used the free credit balances 
of customers in the operation of its business, without pro- 
perly notifying the customers. 


b. Section 17(a) of the Exchange Act and Rules 17a-3, 
17a-4 and 17a-5 thereunder in that it failed to make ac- 
curately, keep current and preserve certain required books 
and records, and failed to file a duly certified report of 

its financial condition for calendar year 1970. 


c. Sections 10(b) and 15(c)(1) of the Exchange Act and 
Rules 10b-5 and 15c1-2 thereunder in that it (1) accepted 
orders to effect transactions and effected transactions 

for its customers when it was unable promptly to con- 
summate the transactions, (2) failed to deliver promptly 
securities fully paid for by its customers, and (3) con- 
verted to its own use funds received by it from customers 
for the purchase of securities. 


2. During the period from about July 1970 to August 23, 
1971, Security Investment, willfully aided and abetted by 
Setzer and Alkow, willfully violated Section 17(a) of the 
Exchange Act and Rules 17a-3 and 17a-4 thereunder in 
that it failed to make accurately, keep current and preserve 
certain books and records. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that the registrations of 
Security Brokers Associates, Inc. and Security Brokers 
Investment, Inc. as broker-dealers be, and they hereby 

are, revoked; and it is further 


ORDERED that Ward William Setzer, Jr. and Marvin 
Harvey Alkow be, and they hereby are barred from being 
associated with any broker or dealer, provided that, after 
one year from the date hereof, each may apply to the 
Commission to become so associated in a non-supervi- 
sory capacity upon a showing of adequate supervision. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11071/October 25, 1974 


Admin. Proc. File No. 3-4215 
In the Matter of 
PRESSMAN, FROLICH & FROST, INC. 


One State Street Plaza 
New York, New York 
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FINDINGS AND ORDER IMPOSING REMEDIAL 


SANCTIONS 


roceedings pursuant to the Securities Exchange 
Frolich & Frost, Inc. (“Pressman”’), a regis 
Her, has st ! an offer of settlement. 
V ing of denying ti allegations of the order 
for proceedings, Pressman consented to findings of willful 


violations as alleged in that order and to the entry of an 
order suspending all its over-the-counter activities for a 
period of 30 business days. 
After consideration of the offer of settlement and upon the 
recommendation of its staff, the Commission 
to accept the offer. On the basis of the order for proceed 
ngs and the offer of settlement, it is found that: 1/ 


determined 


1. During the period from about June 1, 1969 to about 
February 9, 1970, Pressman willfully violated and will 
fully aided and abetted violations of Sections 5(a) and 
5(c) of the Securities Act in connection with the offer, 
sale and delivery of shares of the common stock of Imper 
ial Investment Corporation (‘‘Imperial’’) when no registra 
tion statement with respect to such securities had been 
filed or was in effect under the Securities Act 


2. During the period from about June 1, 1969 to about 
February 9, 1970, Pressman willfully violated and willfully 
aided and abetted violations of Section 17(a) of the Secur- 
ities Act and Section 10(b) of the Exchange Act and Rule 
10b-5 thereunder in that it: 


a. made a market in the stock of Imperial without having 
made a reasonable and diligent inquiry as to the past and 

present financial condition of Imperial, its products, offi 

cers and principals and the identity of persons selling Im- 
perial stock through its facilities; and 


b. made false and misleading statements of material facts 
and omitted to state material facts co ning: the exist 
ence of a bona fide independent market for imperial 
stock; the fact that the stock was unregistered; the source 
of Imperial stock being offered and sold; and its participa- 


tion in a scheme to manipulate the e of Imperial stock. 

3. Pressman failed to exercise »nable supervision over 

a trader in its over-the-co: ! le; ment with a 

view to preventing the < 

In view of the foregoing, it is in tiie pubiic interest to im 
- 


pose the sanction consented to in the offer of settlement. 
Accordingly, 1T IS GRDERED tha 
activities of Pressman be, and hereby are, susps j 
a period of 30 business days, to commence on the 
following the effective date of this order 


uUNTter 


For the Commission, by the Office of Opi 


view, pursuant to delegatec 


ons and Re 


Fitzsimmons 


weor ‘. 
oeécretary 


1/ The findings herein are not binding u 


respondent named in these proceedings. 


any other 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11072/October 24, 1974 


See Investment Company Act Release No. 8556/October 
24, 1974 


HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18611/October 18, 1974 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 
(70-5550) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS 


Louisiana Power & Light Company (““LP&L”), an elec- 
tric utility subsidiary company of Middle South Utilities, 
Inc., a registered holding company, has filed a declaration 
and amendments thereto with this Commission pursuant 
to Sections 6(a) and 7 of the Public Utility Holding Com- 
pany Act of 1935 (“‘Act’’) and Rule 50 promulgated 
thereunder regarding the following proposed transactions. 


LP&L proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, 
$50,000,000 principal amount of its First Mortgage 
Bonds, __—~*% Series due November 1, 1981. The inter- 
est rate of the bonds (which will be a multiple of 1/8 of 
1%) and the price, exclusive of accrued interest, to be 
paid to LP&L for the bonds (which will be not less than 
100% nor more than 102-3/4% of the principal amount 
thereof) will be determined by competitive bidding. The 
bonds will be issued under the company’s Mortgage and 
Deed of Trust, dated as of April 1, 1944, to The Chase 
Manhattan Bank (National Association), as successor 
Trustee, as heretofore supplemented by various inden- 
tures and as to be further supplemented by a Twentieth 
Supplemental Indenture to be dated as of November 1, 
1974. The Supplemental Indenture will include, among 
other things, a prohibition for a period of five years 
against refunding the bonds, directly or indirectly, with 
funds borrowed at a lower effective interest cost. 


LP&L states it will apply the net proceeds derived from 
the issue and sale of the bonds to the payment of short- 
term borrowings estimated to total $48,000,000 at the 
time the sale proceeds are received, to the financing, in 
part, of the company’s construction program, and to 
other corporate purposes. 


No State or Federal commission, other than this Com- 












































mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18566), and no 
hearing has been requested of or ordered by the Commis 
sion 


Upon the basis of the facts in the record, it is hereby 

found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effec- 
tive: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18612/October 18, 1974 


In the Matter of 


OHIO POWER COMPANY 
New York, New York 10004 
(70-5548) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
BY SUBSIDIARY COMPANY OF FIRST MORTGAGE 
BONDS AT COMPETITIVE BIDDING 


Ohio Power Company (“‘Ohio”), an electric utility sub- 
sidiary company of American Electric Power Company 
(“AEP”), a registered holding company, has filed an ap- 
plication and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“‘Act’’), and Rule 50 promulgated 
thereunder regarding the following proposed transactions. 


Ohio proposes to issue and sell, pursuant to the competi- 
tive bidding requirements of Rule 50 under the Act, up 
to $30,000,000 aggregate principal amount of its first 
mortgage bonds (“bonds”) of a new series maturing in 
not less than 5 and not more than 30 years. The maturity 
of the bonds will be determined not less than 72 hours 
prior to the bidding date. The interest rate on the bonds 
(which shall be a multiple of 1/8 of 1%) and the price 

to be paid to Ohio (which shall not be less than 99% 

nor more than 102-3/4% of the principal amount thereof) 
will be determined by competitive bidding. The bonds 
will be issued under and pursuant to the Mortgage and 
Deed of Trust between Ohio and Manufacturers Hanover 


Trust Company and Donaid B. Herterich, as trustee, as 
amended and supplemented, and as further supplemented 
by an Indenture Supplemental to be dated as of the first 
day of the month in which the bonds are issued and sold 
The terms of each series of bonds will preclude Ohio from 
redeeming any such bonds at a regular redemption price 
prior to November 1, 1979, if such redemption is for the 
purpose of refunding such bonds through the use of funds 
borrowed at an effective interest cost lower than the 
effective interest cost of the bonds 


The bonds proposed to be sold herein will not be issued 
and sold unless prior to such sale Ohio shall have re 
ceived from AEP one or more cash capital contributions 
aggregating $30,000,000 subsequent to August 31, 1974, 
and prior to the time of such sale. Authority to make 
such capital contributions has been granted by the Com 
mission (File No. 70-5338). 


The proceeds from the sale of the bonds and the cash 
capital contributions are to be applied to payment of 
Ohio’s unsecured shor i-term indebtedness. It is expected 
that as of the time of the issuance and sale of the bonds, 
Ohio will have short-term debt outstanding estimated at 
approximately $180,000,000. 


The Public Utilities Commission of Ohio has authorized 
the proposed issue and sale of the bonds and no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. Fees and expenses to be incurred in con 
nection with the proposed transactions are estimated 

at $127,460, including legal fees of $27,500 and ac- 
countant’s fees of $5,000. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18568), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be and it hereby is granted forthwith, sub- 
ject to the terms and conditions prescribed in Rules 24 
and 50 or promulgated under the Act. 


For the Commission, by the Division of Corporate Regu 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18613/October 21, 1974 


In the Matter of 
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CENTRAL AND SOUTH WEST CORPORATION 
300 Delaware Avenue 
Wilmington, Delaware 19899 














CENTRAL POWER AND LIGHT COMPANY 
120 North Chaparral Street 
Corpus Christi, Texas 78403 











































PUBLIC SERVICE COMPANY OF OKLAHOMA 
600 South Main Street 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
428 Travis Street 
Shreveport, Louisiana 71102 


TRANSOK PIPE LINE COMPANY 
712 Petroleum Club Building 
Tulsa, Oklahoma 74101 


WEST TEXAS UTILITIES COMPANY 
1062 North Third Street 
Abilene, Texas 79604 


(70-5392) 


NOTICE OF PROPOSED INCREASE IN MAXIMUM 
LOANS TO SUBSIDIARY BY HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“Central”), a registered holding com- 
pany, and five of its public-utility subsidiary companies, 
Central Power and Light Company (““CP&L”), Public 
Service Company of Oklahoma (‘‘Public Service’’), 
Southwestern Electric Power Company (‘’Southwestern”’), 
West Texas Utilities Company (“West Texas’’), and Tran- 
sok Pipe Line Company (‘“Transok’’) (collectively referred 
to as “subsidiaries’”’), have filed a post-effective amend- 
ment to the application-declaration previously filed in this 
proceeding with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (““Act’’), desig- 
nating Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 12(f) 
thereof and Rules 43 and 45 promulgated thereunder as 
applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, which 


posed transactions. 


By order dated November 1, 1973 (Hoiding Company Act 
Release No. 18151) in this proceeding, Central was auth- 
orized (i) to sell, prior to July 1, 1975, commercial paper 
in an aggregate principal aimount of up to $90,000,000 
(ii) to borrow from banks up to $50,000,000 in principal 
amount outstanding and (iii) to make certain loans to 
subsidiaries of Central up to a maximum amount specified 
for each subsidiary. In the case of Transok, the maximum 
amount of the authorized advances was $15,000,000. 


Applicants-declarants have now filed « post-cffective 
amendment in this proceeding requesting that the maxi- 
mum amount of loans to Transok be increased by $10,- 
000,000 to a total of $25,000,000. !t is stated that the 
increase is necessary to enable Transok to meet construc- 
tion expenditures for the remaining months of 1974 and 
and the first part of 1975. Transok’s construction ex- 
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is summarized below, for a compicte statement of the pro- 


penditures for the last quarter of 1974 and the first half 
of 1975 are estimated to total $14,632,000, said expendi- 
tures to be incurred for transmission lines, gathering lines 
and compressing and dehydration facilities. It is further 
stated that Transok intends to retire its short-term debt 
to Central through the issuance of common stock to its 
parent, Public Service, thoough the sale of additional se- 
curities during the first half of 1975, and through inter- 
nal sources. 


At September 30, 1974, Transok had $7,460,000 in out- 
standing borrowings from Central. This amount is ex- 
pected to increase to the present $15,000,000 limit by 
mid-November, 1974. Additional needs of Transok are 
projected to a total amount of outstanding borrowings 
of $24,265,000 by June 30, 1975. 


Fees and expenses, if any, to be incurred in connection 


with the proposed transaction will be filed by amendment. 


It is represented that no state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than November 11, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said application-declara- 
tion, as further amended by said post-effective amend- 
ment, which he desires to controvert; or he may request 
that he be notified if the Commission should order a hear- 
ing thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mail- 
ing) upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in case of 
an attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as further amended by said post-effective 
amendment, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 

and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18614/October 21, 1974 


In the Matter of 
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INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 
(70-5530) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
NOTE OF UNAFFILIATED COMPANY TO FINANCE 
EXPANSION OF COAL MINE 


Indiana & Michigan Electric Company (“1&M"’), an electric 
utility subsidiary company of American Electric Power 
Company (““AEP"”’), a registered holding company, has 

filed an application and amendments thereto with this 
Commission pursuant to Sections 9(a) and 10 of the 

Public Utility Holding Company Act of 1935 (“’Act’’) 
regarding the following proposed transaction. 


On June 19, 1974, 1&M entered into a coal supply con- 
tract (‘“contract’’) with McCulloch Oil Corporation 
(“McCulloch”) and Braztah Corporation (‘“Braztah’’), 

a McCulloch subsidiary. The contract generally relates 

to the sale by Braztah of low sulfur coal to AEP System 
companies from certain mines located in Carbon County, 
Utah (“Carbon County mines”’). The contract also concerns 
1&M participation in the financing of expansion and opera- 
tion of the Carbon County mines. 


As the initial step in the performance of the contract, |&M 
proposes to acquire notes issued by Braztah (“Braztah 
notes’) in an aggregate amount not to exceed $10,000,000. 
The Braztah notes will bear interest at 120% of the prime 
rate charged from time to time by Manufacturers Hanover 
Trust Company, will mature on the 270th day following 

the date of the first such acquisition of a Braztah note by 
1&M and will be secured by a security interest in the Car- 
bon County mines and other assets of Braztah. 


The contract further contemplates financing (by debt or 
lease obligation) of the Carbon County mines and possible 
guarantees of such financing by 1&M. Such further finan- 
cing will be the subject of further filings with this Com- 
mission. 


Braztah will use the proceeds of the $10,000,000 loan 
from 1&M to develop the Carbon County mines. It is 
provided in the contract that all of the coal produced 

from the Carbon County mines will be sold to 1&M or to 
another member of the AEP system. Braztah warrants 

that the coal will meet certain standards including certain 
sulfur, moisture, ash and BTU content. The price of the 
coal to 1&M shall be Braztah’s total cost of production 

(as specified in the contract) plus a pre-tax profit of $1.34 
per ton of coal delivered to 1&M during the first 78 months 
of the contract term. Following the first 78 months, the 
price of coal to 1&M shall be Braztah’s cost of production 
plus a pre-tax profit per ton of coal delivered to 1&M rang- 
ing between $.57 and $1.68, depending upon the produc- 
tivity per man-day of the mines. 


The record is incomplete with regard to fees and expenses 
to be incurred in connection with the proposed transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 

the Act (Holding Company Act Release No. 18578), and 
no hearing has been requested of or ordered by the Com- 


mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied with respect to the pro- 
posed acquisition of $10,000,000 of Braztah notes by 
1&M and the agreement to secure such notes and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application, as amended, insofar as it 
proposes the acquisition of $10,000,000 of Braztah notes 
by 1&M and the agreement to secure such notes be 
granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, insofar as it proposes the acquisition of $10,- 
000,000 of Braztah notes by 1&M and the agreement 

to secure such notes be, and it hereby is, granted forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, and subject further 
to the reservations of jurisdiction ordered below. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with regard to all other transactions 
relating to the coal mining venture. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with regard to fees and expenses to be 
incurred in connection with the proposed transaction. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18615/October 21, 1974 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


(70-5520) 


ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MON STOCK AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING REQUIREMENTS AND 
DENYING REQUEST FOR A HEARING 


Northeast Utilities (‘““Northeast’’), a registered holding 
company, has filed an application-declaration and amend- 
ments thereto pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’) and Rule 
50 promulgated thereunder regarding the following pro- 
posed transactions. A notice of filing of the pending 
application-declaration was issued on July 5, 1974 
(HCAR No. 18485). 


Northeast seeks to issue and sell 5,000,000 shares of its 


common stock, par value $5 per share (“Common 
Stock”). The offering to the public is planned for 
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October 23, 1974. The timing of the sale, the number of 
shares of Common Stock and the offering price will be 
fixed in the light of market conditions at the time of 
sale. Based on recent market prices, the net proceeds from 
the sale are estimated at approximately $30,000,000. 
Northeast requests an exception from the competitive 
bidding requirements of Rule 50 under the Act to per 

mit it to sell the Common Stock to an underwriting syn 
dicate managed by the First Boston Corporation. 


Northeast serves 1,120,000 customers in the States of 
Connecticut and Massachusetts. Total consolidated 

assets at June 30, 1974 amounted to $2,393,400,000, 
including net utility plant of $2,056,426,000. North- 

east states that its current estimated construction expendi 
tures are $2,210,000,000 for the period 1975 through 
1979. 


The net proceeds from the sale of the common shares 
offered hereby will be used to reduce short-term borrow- 
ings incurred by Northeast to make investments in its sub- 
sidiaries. 


Short-term borrowings of Northeast were $127,055,000 
at September 30, 1974 and are estimated to total $132 
600,000 at December 31, 1974. These short-term bor 
rowings are expected to be repaid through future sales 
of additional common shares but the timing of such 
future sales cannot be determined now. It is estimated 
that the short-term borrowings of Northeast and its 3 
subsidiaries will total approximately $336,300,000 at 
the end of 1974, assuming that no preferred stock or 
bonds are issued this year 


In considering Northeast’s request for an exception from 
competitive bidding particular consideration has been 
given to the present state of the securities market for 
public utility companies; the market prices of the com 
mon stocks of electric utility companies; Northeast’s 
current financial condition, and the market price of its 


common shares (ranging from a high of 15-3/8 in 1972 
to a low of 6-3/4 in 1974) 

In authorizing the sale, the Commission is required under 
Section 7(d) to consider, among other things, t! Cr 


to be paid to Northeast and the spread or 
to the underwriters. Such data will be submitted ) 


compensation 


specific agreement with underwriters is reache ord 
ingly, jurisdiction will be reserved over the terms of th 

issue which Northeast will file with the Commission b 

amendment prior to the time of sale 


On September 16, 1974, the New England Coalition o1 
Nuclear Pollution, inc. requested a hearing to explore 
the technological and economic risks associated with 
Northeast’s nuclear energy program, as well as with the 
safety and health problems encountered in operation of 
nuclear power facilities, and thereby assure adequate dis 
closure to public investors and consumers. The applica 
tion-declaration, as amended, includes information and 
documents required to be filed in order to register the 
common shares of Northeast Utilities under the Securi 
ties Act of 1933; no further information or documents 
are required to be filed; and no hearing is necessary with 
respect thereto. 
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No State or Federal commission, other ; Commis- 
sion, has jurisdiction over the proposed transacti Esti 
mated fees and expenses to be incurred in connecti 

with the offer and sale of the Common Stock, excl 

of underwriters compensation, aggregate $253,800 
cluding legal fees of $38,600 and accounting fees « 
$61,700 


It is found, subject to the reservation of jurisdiction noted 
below, that the proposed issue and sale of Common Stock 
by Northeast complies with the applicable provisions of 
the Act, and that Northeast’s requested exception from 
the competitive bidding requirements of Rule 50 satisfies 
the requirements of paragraph (a)(5) of the Rule 





IT IS ORDERED, accordingly, pursuant to the applicable 
provisions of the Act and rules thereunder, including Rule 
50(a)(5), that said application-declaration, as amended, 
be granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act; 


| 
iT IS FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved to pass upon the number of 
shares and terms and conditions of the sale, including the 
price to Northeast and the underwriters compensation; 
IT IS FURTHER ORDERED, that Coalition’s request | 


for a hearing be, and hereby is, denied. 


For the Commission, by the Division of Corporate Regu 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18616/October 22, 1974 


in the Matter of 


JERSEY CENTRAL I 


Morristown, New Jer 


IWER & LIGHT COMPANY 
ey 07960 


(70-5545 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Jersey Central Power & Light Company (‘Jersey Central”) 

an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has 

filed an application and an amendment thereto with this 
Commission pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (*‘Act’’) and Rule 50 | 
thereunder regarding the following proposed transaction 





Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $25,000,000 principal amount of First Mort- 
gage Bonds, due November 1, 1979. The interest rate 
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(which will be a multiple of 1/8 of 1%) and the price 
(which will be not less than 100% and not more than 
102.75% of the principal amount of the 1979 Series 
Bonds, plus accrued interest from November 1, 1974 to 
the date of delivery) will be determined by competitive 
bidding. The Bonds will be issued under Indenture, dated 
as of March 1, 1946, of Jersey Central to First National 
City Bank, successor to First National City Trust Com 
pany (formerly City Bank Farmers Trust Company), 
Trustee, as heretofore supplemented and amended, and 
as to be further supplemented and amended by a Twenty 
fifth Supplemental Indenture to be dated as of Novembe 
1, 1974. 


The entire proceeds (exclusive of premium. and accrued 
interest) from the sale of the 1979 Series Bonds, will be 
applied to the payment of a portion of Jersey Central’: 
short-term bank loans outstanding at the date of sale 
the 1979 Series Bonds or for construction purposes o 

to reimburse Jersey Central's treasury for fu 
ly expended therefrom for such purposes. Premium r 
sulting from the sale of the 1979 Series Bonds will be 
used for financing the business of Jersexy Central, includ 
ing the payment of the expenses of issuing and selling 
the 1979 Series Bonds. The estimated cost of Jersey 
Central's 1974 construction program is approximately 
$160,000,000. 


previou 


The fees and expenses to be incurred in the proposed 


ransaction are estimated at $109,500, including legal 
fees of $53,500. Fees of counsel for the underwriters, 
to be paid by the successful bidder, are estimated at 
$14,000. 


The Board of Public Utility Commissioners of New Jer 
sey has authorized the proposed issue and sale of bonds 
by Jersey Central. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been given 
in this manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18561), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 

and the rules thereunder are satisfied and that no ad- 

verse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application, as amended, be granted: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, sub 
ject to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 192! 
Release No. 18617/October 23, 1974 


In the Matter 


NORTHEAST UTILITIES 
West Springfield, Massachusett 


(70-5539) 


ORDER APPROVING ISSUANCE AND SALE OF COM 
MON STOCK THROUGH DIVIDEND REINVESTMENT 
\4\ND COMMON SHARE PURCHASE PLAN 


Northeast Utilities (‘“Northeast’’), a registered holding com 
pany, has filed a declaration, and an amendment the 

with this Commission pursuant to Sections 6 and 7 of the 
Public Utility Holding Company Act of 1935 (‘’Act’’) re 
garding the following proposed transactior 


Northeast proposes to issue and sell from time to time 
through November 15, 1975, 500,000 shares of its com 
mon stock, par value $5.00 per share, to the holders of 
record of its outstanding common stock. Such new snares 
will be issued through a voluntary dividend reinvestment 
and common share purchase plan (‘’Plan’’), under which 
shareholders may elect to invest regular cash dividends 
and/or optional cash payments of between $25 and $500 
per quarter in such additional shares. It is stated that the 
purchase price will be the average of the closing sales price 
for Northeast’s common stock on the New York Stock Ex 
change during the first fifteen trading days of the twenty 
ding days preceding the dividend payment. The net pro 

ceeds from the sale of shares pursuant to the Plan, est 

vated at $3,000,000 will be applied to Northeast’s con 
struction program. 


The Plan will be administered by The First National Bank 
of Boston (““Agent’’), and all shares purchased will be held 
for the exclusive benefit of the Plan participants. All re 
cord holders of Northeast’s outstanding common stock are 
eligible to participate in the Plan and may join by executing 
an authorization form and returning it to the Agent. A par 
ticipant may withdraw from the Plan at any time upon giv 
ing written notice to the Agent. Upon withdrawal, certifi 
cates for whole shares credited to a participant’s account 
will be issued and a cash payment will be made for any frac 
tional shares so credited. The Plan provides that a partici- 
pant may also request that certificates for any number of 
full shares credited to his account be issued to him even 
though he wishes to remain in the Plan. 


It is stated that all costs for administering the Plan will be 
paid by Northeast and that there will be no brokerage fees 
when shares are purchased under the Plan. However, if a 
participant withdrawing from the Plan requests the Agent 
to sell his shares, there will be brokerage commissions. 


The Agent will not vote any shares held by it under the 
Plan other than in accordance with the express directions 
of Plan participants. Participants will receive a single proxy 
with respect to full shares which they own of record or 
which are credited to their accounts under the Plan. 


The fees, commissions, and expenses incurred or to be in- 
curred in connection with the proposed transaction will 
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accounting fees of $10,300. It is stated that no State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration, as amended, has 
been given in the manner prescribed in Rule 50 promulgated 


under the Act (Holding Company Act Release No. 18549), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 

is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18618/October 22, 1974 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 
(70-5520) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF COMMON STOCK AND GRANTING EXCEP- 
TION FROM COMPETITIVE BIDDING REQUIRE- 
MENTS AND DENYING REQUEST FOR A HEARING 


On October 21, 1974, an order was issued pursuant to 
delegated authority in this proceeding authorizing the 
issue and sale of 5 million common shares of Northeast 
Utilities, a registered holding company, granting an ex- 
ception from the competitive bidding requirements of 
Rule 50 and reserving jurisdiction with respect to the 
actual terms and conditions of such sale (Holding Com- 
pany Act Release No. 18615). 


The Commission adopts said order, effective forthwith. 
By the Commission. 


George A. Fitzsimmons 
Secretary 
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aggregate $98,600, which includes legal fees of $11,500 and 








Release No. 18619/October 24, 1974 
In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 

New York, New York 10004 

(70-5565) 


NOTICE REGARDING SALE OF UTILITY ASSETS 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding com- 
pany, and its electric utility subsidiary company, Indiana 
& Michigan Electric Company (“1&M"’), have filed a de- 
claration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“‘Act’’), desig- 
nating Section 6(b) of the Act and Rule 44 promulgated 
thereunder as applicable to the proposed transaction. All 
interested persons are referred to the declaration, which 
is summarized below, for a complete statement of the 
proposed transaction. 


1&M proposes to sell three mobile gas turbine generating 
units (“‘the units’”’), presently located at 1&M’s Breed Plant, 
Sullivan, Indiana, to Pacific Gas & Electric Company 
(“PG&E”), which is in no manner affiliated with either 
1&M or AEP. The units proposed to be sold consist of 
three 17,000 kilowatt Pratt & Whitney Mobile Power Pac 
gas turbine generating units which were acquired and in- 
stalled by 1&M in 1968. After concluding that these units 
should not be retained as long-term installations, |&M has 
actively sought to sell these units. 


PG&E has offered to purchase, and 1&M has agreed to sell, 
all three units for a total cash consideration of $3,000,000, 
subject to al! regulatory approval. The purchase price will 
constitute payment for the three gas turbine generating 
units and all associated equipment and spare parts as well 
as the trailers upon which the units are mounted (but not 
including the tractors and fuel supply facilities). The three 
units to be sold had a total original cost to 1&M of $4,637,- 
378 and had a net depreciated value, as of September 1, 
1974, on |&M’s books of account of $2,887,509. 


The fees and expenses to be incurred by 1&M and AEP in 
connection with the proposed transaction are estimated 
at $128,000, including a brokerage fee of $125,000. It is 
stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than November 18, 1974, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
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20549. A copy of such request should be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
declarants at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time after 

said date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated 

under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18620/October 24, 1974 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 
(70-5544) 


ORDER AUTHORIZING PROPOSED AMENDMENTS TO 
ARTICLES OF INCORPORATION AND INCREASE IN 
PERMITTED SHORT-TERM UNSECURED INDEBTED- 
NESS 


Ohio Power Company (“Ohio”), an electric utility subsidi- 
ary company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed a declara- 
tion and an amendment thereto with this Commission pursu- 
ant to Sections 6(a), 7 and 12(e) of the Public Utility Hold- 
ing Company Act of 1935 (““Act’’) and Rule 62 promulgat- 
ed thereunder regarding the following proposed transaction. 


Ohio proposes to amend its Articles of Incorporation (a) to 
increase the number of shares of common stock, no par 
value, which Ohio is authorized to issue from the presently 
authorized 20,000,000 to 40,000,000 such shares, and (b) 
to increase the number of shares of cumulative preferred 
stock, par value $100 per share which Ohio is authorized to 


issue from the presently authorized 2,700,000 to 4,200,000 
such shares. 


At June 30, 1974, Ohio was authorized to issue a total of 
20,000,000 shares of its common stock and 2,700,000 

shares of its cumulative preferred stock. As of that date, 
there had been issued and were outstanding 19,952,472 
shares of its common stock, and 2,112,403 shares of its cum- 
ulative preferred stock. Ohio now proposes to amend its Ar- 
ticles of Incorporation so as to increase the aggregate num- 
ber of shares of common stock and cumulative preferred 
stock which Ohio is authorized to issue to 40,000,000 


shares and 4,200,000 shares, respectively. 


Ohio further proposes to submit a proposal to its cumula- 
tive preferred stockholders for their consent and approval 
to an increase in the amount of unsecured short-term debt 
which Ohio’is authorized to incur prior to March 31, 1980, 
to exceed 10%, but provided that combined short-term and 
long-term unsecured indebtedness would be not more than 
20%, of Ohio’s total capitalization, such short-term indebted- 
ness in excess of the said 10% to be outstanding no later 
than June 30, 1980. Authorization from the Commission 
for such an increase in the permissible amount of short-term 
debt is requested. The actual issue and sale of securities re- 
lated to such proposed increase in the number of shares of 
both common stock and cumulative preferred stock will be 
subject to further authorization by this Commission. 


It is stated that the increases in stock and short-term debt 
are necessary to finance Ohio’s construction program, the 
cost of which is presently estimated to be approximately 
$150,000,000 for the last half of 1974 and $200,000,000 
for the year 1975. 


Ohio intends to submit the proposed amendments of its 
Articles of Incorporation and the proposed consent of its 
shareholders for their approval at a special meeting of share- 
holders to be held on November 13, 1974. In connection 
therewith, Ohio is soliciting proxies from the holders of its 
common and cumulative preferred stock through the use of 
solicitation material which sets forth the proposals in de- 
tail. The declaration states that the proposed amendment 
on the common stock requires the approval and consent of 
the holders of the outstanding common stock and approval 
by two-thirds of the voting power of Ohio and that the pro- 
posed amendment on the cumulative preferred stock re- 
quires the approval and consent of the holders of the out- 
standing common stock and the approval by two-thirds of 
the outstanding shares of cumulative preferred stock voting 
as a Class. Consent of the holders of a majority of the out- 
standing cumulative preferred stock, voting as a class, is 
needed to increase the amount of short-term unsecured in- 
debtedness. AEP, holder of all of the outstanding shares of 
Ohio’s common stock, has indicated that all such shares will 
be voted in favor of the proposed transaction. 


The fees and expenses incurred in connection with the pro- 
posed transaction, including legal fees, are estimated not to 
exceed $72,500. The declaration states that no state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18577). Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and that 
it is in the public interest and in the interest of investors and 
consumers that said declaration, as amended, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as amend- 
ed, be, and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 
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For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18621/October 24, 1974 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 
(70-5533) 


ORDER AUTHORIZING PROPOSED AMENDMENTS 
TO ARTICLES OF ASSOCIATION, INCREASE IN PER- 
MiITTED SHORT-TERM UNSECURED INDEBTEDNESS 


Appalachian Power Company (‘‘Appalachian’’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., (‘““AEP*’’), a registered holding company, has 
filed a declaration with this Commission pursuant to Sec- 
tions 6(a)(2), 7 and 12(e) of the Public Utility Holding 
Company Act of 1935 (‘‘Act”) and Rule 62 promulgated 
thereunder as applicable to the following proposed transac- 
tion. 


Appalachian proposes to amend its Articles of Association 
(‘Certificates of Incorporation”) (a) to increase the num- 
ber of shares of common stock, no par value, which Appa- 
lachian is authorized to issue from the presently authorized 
10,000,000 to 30,000,000 such shares, and (b) to increase 
the number of shares of cumulative preferred stock, par 
value $100 per share, which Appalachian is authorized to 
issue from the presently authorized 1,500,000 to 3,000,000 
such shares. At March 31, 1974, Appalachian was author- 
ized to issue a total of 10,000,000 shares of its common 
stock and 1,500,000 shares of its cumulative preferred 
stock. As of that date, there had been issued and were out- 
standing 9,927,000 shares of its common stock and 1,083,- 
240 shares of its cumulative preferred stock which Appa- 
lachian is authorized to issue. 


Appalachian further proposes to submit a proposal to its 
cumulative preferred stockholders for their consent and 
approval to an increase in the amount of unsecured short- 
term debt, which Appalachian is authorized to incur, prior 
to December 31, 1979, to exceed 10%, but provided that 
combined short-term and long-term unsecured indebtedness 


would be not more than 20% of Appalachian’s total capitali- 


zation, such short-term indebtedness in excess of the said 
10% to be outstanding no later than June 30, 1980. Auth- 
orization from the Commission for such an increase in the 
permissible amount of short-term debt is requested. The 
actual issue and sale of securities related to such proposed 
increase in short-term indebtedness will be subject to fur- 
ther authorization by this Commission. It is stated that the 
increases in stock and short-term debt are necessary to fi- 
nance Appalachian’s construction program, the cost of 
which is presently estimated to be approximately $100,- 
000,000 for the last half of 1974 and $200,000,000 for 
the year 1975. 
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Appalachian intends to submit the proposed amendments 
of its Articles of Association and the proposed consent of 
its shareholders for their approval at a special meeting of 
shareholders to be held on October 30, 1974. In connection 
therewith, Appalachian is soliciting proxies from the hold- 
ers of its common and preferred stock through the use of 
solicitation material which sets forth the proposals in de- 
tail. The declaration states that the proposed amendment 
on the common stock requires the approval and consent of 
the holders of the outstanding common stock and approval 
by two-thirds of the voting power of Appalachian and that 
the proposed amendment on the cumulative preferred stock 
requires the approval and consent of the holders of the out- 
standing common stock and the approval by two-thirds of 
the outstanding shares of cumulative preferred stock voting 
as a Class. Consent of the holders of a majority of the out- 
standing cumulative preferred stock, voting as a class, is 
needed to increase the amount of short-term unsecured in- 
debtedness. AEP, holder of all the outstanding shares of 
Appalachian’s common stock, has indicated that all such 
shares will be voted in favor of the proposed amendments. 












The fees and expenses incurred and to be incurred in con- 
nection with the proposed transaction, including legal fees, 
are estimated not to exceed $18,000. No state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18557), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate and in the public inter- 
est and in the interest of investors and consumers that said 
declaration be permitted to become effective: 





IT 1S ORDERED, pursuant to the applicable provisions of 

the Act and rules thereunder, that said declaration be, and 

it hereby is, permitted to become effective forthwith, sub- 
ject to the terms and conditions prescribed in Rule 24 pro- | 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18622/October 25, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 

Wilmington, Delaware 19899 

(70-5564) 













NOTICE OF PROPOSAL TO ISSUE AND SELL COM- 
MON STOCK THROUGH DIVIDEND REINVESTMENT 
AND COMMON SHARE PURCHASE PLAN 
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NOTICE IS HEREBY GIVEN that Delmarva Power & 


Light Company (‘Delmarva’), a registered holding company, 


has filed a declaration with this Commission pursuant to 

the Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6 and 7 thereof as applicable to the pro 
posed transaction. All interested persons are referred to the 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Delmarva proposes to issue and sell 200,000 shares of its 
common stock, par value $3.37-1/2 per share, to the holders 
of record of its outstanding common stock. Such new shares 
will be issued through a voluntary dividend reinvestment 

and common share purchase plan (‘’Plan’’), under which 
shareholders may elect to invest regular cash dividends and/ 
or optional cash payments of between $25 and $3,000 per 
quarter in such additional shares. It is stated that the pur- 
chase price will be the average of the highest and lowest 
prices on the New York Stock Exchange on the pricing 

date, which will normally be the dividend payment date. 
The net proceeds from the sale of shares pursuant to the 
Plan, assuming all shares are sold at $8.50 per share, will 
amount to $1,700,000 and will be applied to Delmarva’s 
construction program. 


The Plan will be administered by BT Bradford Stock Ser- 
vice, Inc., an affiliate of Bankers Trust Company of New 
York (“Bank”), which will serve as agent for the Plan parti- 
cipants. All shares purchased will be held for the exclusive 
benefit of the Plan participants. All record holders of Del- 
marva’s Outstanding common stock are eligible to partici- 
pate in the Plan and may join by executing an authorization 
form and returning it to the Bank. A participant may with- 
draw from the Plan at any time upon giving written notice 
to the Bank. Upon withdrawal, certificates for whole shares 
credited to a participant’s account will be issued and a cash 
payment will be made for any fractional shares so credited. 


It is stated that all costs for administering the Plan will be 
paid by Delmarva and that there will be no brokerage fees 
when shares are purchased under the Plan. However, if a 
participant withdrawing from the Plan requests the Bank to 
sell all whole and fractional shares credited to his account, 
there will be brokerage commissions and transfer taxes. 


The Bank will not vote any shares held by it under the Plan. 
Participants will receive a single proxy with respect to full 
shares which they own of record or which are credited to 
their accounts under the Plan. 


The fees, commissions, and expenses incurred or to be in- 
curred in connection with the proposed transaction will be 
in an aggregate amount of $40,500, which includes print- 
ing and engraving costs of $25,200 and legal fees of $5,000. 
It is stated that The Public Service Commission of Delaware 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 18, 1974, request in writing 
that a hearing be held on such matter stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 


controvert; or he may request that he be notified if the Com- 


mission should order a hearing thereon. -Any such request 
should be addressed: Secretary, Securities and Exchange 


Commission, Washington, D.C. 20549. A copy of such re 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the declarant at the above-stated ad 
dress, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re 
quest. At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis 
sion may grant exemption from its rules under the Act as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re 
ceive any notices and orders issued in this matter, includ 
ing the date of the hearing (if ordered) and any postpone 
ments thereof. 


For the Commission, by the Division of Corporate Regula 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18623/October 25, 1974 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
Blytheville, Arkansas 
(70-5070) 


THIRD SUPPLEMENTAL ORDER AUTHORIZING EX 
TENSION OF TIME WITHIN WHICH SHORT-TERM 
PROMISSORY NOTES MAY BE ISSUED AND SOLD 


Arkansas-Missouri Power Company (“‘Arkansas’’), a public- 
utility subsidiary company of Middle South Utilities, Inc., 
a registered holding company, has filed with this Commis- 
sion a third post-effective amendment to the declaration in 
this proceeding pursuant to Sections 6(a) and 7 of the Pub- 
lic Utility Holding Company Act of 1935 (‘‘Act’’) regard 
ing the following proposed transactions. 


By orders dated September 14, 1971, July 24, 1972, and 
August 17, 1973 (HCAR Nos. 17628, 17653 1 18059), 
the Commission, among other things, authorized Arkansas 
to issue and sell from time to time through June 30, 1974, 
unsecured short-term promissory notes of a maturity of 

not more than nine months to Union Planters National Bank 
of Memphis, not exceeding $8,250,000 aggregate principal 
amount at any one time outstanding. 


Arkansas now proposes to extend the date through which 
it can issue and sell and have outstanding its unsecured 
short-term promissory notes to December 31, 1975. In all 
respects the terms and conditions of notes issued during 
this extended period will be the same as those heretofore 
set forth in said declaration. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposal contained in said 
post-effective amendment. 
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Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 


the interest of investors and consumers that said declaration, 


as amended by said post-effective amendment, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended by said post-effective amendment, be, and it here- 
by is, permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18624/October 25, 1974 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


SYSTEM FUELS, INC. 
P. O. Box 61532 
New Orleans, Louisiana 70161 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P. O. Box 60340 

New Orleans, Louisiana 70160 

(70-5259) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 


ING LINE OF CREDIT BETWEEN BANK AND NON- 
UTILITY SUBSIDIARY COMPANY TO FINANCE FUEL 
PROCUREMENT FOR OWNER ASSOCIATE UTILITY 
COMPANIES 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“Middle South’’), a registered holding company, its 
public-utility subsidiary companies, Arkansas Power & 
Light Company (“Arkansas”), Louisiana Power & Light 
Company (‘‘Louisiana’”’), Mississippi Power & Light Com- 
pany (‘Mississippi’), and New Orleans Public Service Inc. 
(“‘NOPSI”’) (collectively referred to as “Operating Com- 


330/SEC DOCKET 





panies”), and System Fuels, Inc. (‘SFI’) a jointly-owned 
nonutility subsidiary company of Operating Companies, 
have filed with this Commission a post-effective amend- 
ment to the declaration in this proceeding pursuant to Sec- 
tions 6(a), 7, and 12(b) of the Public Utility Holding Com- 
pany Act of 1935 (“‘Act’’) and Rule 45 promulgated there- 
under as applicable to the proposed transactions. All inter- 
ested persons are referred to the amended declaration, 
which is summarized below, for a complete statement of 
the proposed transactions. 


By orders in this proceeding dated December 8, 1972, and 
September 17, 1973 (HCAR Nos. 17797 and 18097), the 
Commission authorized SFI to issue and sell its unsecured 
promissory notes, in an aggregate amount not exceeding 
$25,090,000 outstanding at any one time, to Hibernia Na- 
tional Bank in New Orleans (‘‘Hibernia’’) from time to time 
for a period of two years from the date of a loan agreement 
(December 8, 1972) among Hibernia, SFl, Operating Com- 
panies, and Middle South. Under the loan agreement, nine 
other banks are participating to the extent of $21,590,000 
or 86.1% of the borrowings. It is stated that as of October 
1, 1974, SFI had issued notes under the line of credit in the 
aggregate principal amount of $25,090,000, the proceeds of 
which were applied by SFI toward the purchase of oil for 
use as fuel by Arkansas, Louisiana, Mississippi, NOPSI, and 
Arkansas-Missouri Power Company. 


It is now proposed that the period of the borrowings be ex- 
tended for two years so that notes issued pursuant to the 
loan agreement will be payable on or before December 8, 
1976. The companies state that Section 6(b) of the loan 
agreement, relating to the restriction on SFI’s repayment 
of any existing or future indebtedness of SFI to Arkansas, 
Louisiana, Mississippi, NOPSI, or all of them, will also be 
amended to except from such restriction repayment by SFI 
of advances made by said companies to SFI pursuant to a 
certain Advance Agreement, dated as of September 9, 1974, 
among the companies. All the other terms and conditions 
related to the borrowings remain the same. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 20, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 


controvert; or he may request that he be notified if the Com- 


mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 

the person being served is located more than 500 miles 
from the point of mailing) upon the declarants at the above- 
stated addresses, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the declaration, as 
amended or as it may be further amended, may be permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
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hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18625/October 25, 1974 


In the Matter of 


WISCONSIN GAS COMPANY 
626 East Wisconsin Avenue 
Milwaukee, Wisconsin 53201 
(70-5566) 


NOTICE OF PROPOSED. ISSUE AND SALE OF NOTES 
TO BANKS AND/OR COMMERCIAL PAPER TO DEAL- 
ER, AND OF BORROWINGS FROM TRUST DEPART- 
MENT OF BANK; EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Wisconsin Gas Company 
(“Wisconsin Gas”), a gas subsidiary company of American 
Natural Gas Company, a registered holding company, has 
filed an application-declaration with this Commission pursu- 
ant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 6 and 7 of the Act and Rules 
42(b)(2), 50(a)(2), 50(a)(5) and 70(b)(2) promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the application-deciaration, 
which is summarized below, for a complete statement of 

the proposed transactions. 


Wisconsin Gas proposes to borrow from commercial banks 
on its promissory notes (‘‘Notes”) under lines of credit ag- 
gregating $28 million; to borrow from the Trust Department 
of M&I Marshall and Ilsley Bank (“Trust Department”) up 
to $5 million; or, to issue and sell up to $10 million of its 
commercial paper through a dealer. The total of all such 
borrowings will not exceed $28 million at any one time. 


Accordingly, Wisconsin Gas has arranged lines of credit with 
five commercial banks providing for the borrowing of up to 
$28 million on its Notes maturing November 27, 1975. The 
banks and their respective commitments are as follows: 


Amount of 


Name of Bank Commitment 


First Wisconsin National Bank of 





Milwaukee, Wisconsin $12,000,000 
M&I Marshall & Isley Bank 

Milwaukee, Wisconsin 6,000,000 
First National City Bank, New York 4,000,000 
Manufacturers Hanover Trust Company, 

New York 3,000,000 
Marine National Exchange Bank 

Milwaukee, Wisconsin 3,000,000 

TOTAL $28,000,000 





Each Note will be dated as of the date of issuance and will 
bear interest at the prime rate in effect at the lending bank 
on the date of each borrowing, which interest rate will be 
adjusted to the prime rate effective with any change in said 
rate. Interest shall be payable at the end of each 90-day 
period subsequent to the date of the first borrowing and at 
maturity. There is no commitment fee, closing or other re- 
lated charges payable to the banks, and the Notes may be 
prepaid at any time without penalty. In connection with 
the lines of credit, Wisconsin Gas is required to maintain 
compensating balances with the banks, the effect of which 
is to increase the effective interest cost by approximately 
2-%% above the prevailing prime rate of 11-3/4%. 


Wisconsin Gas also proposes that it may, in lieu of the issu- 
ance and sale of promissory notes to the above listed banks, 
issue and sell its promissory notes, to the extent funds are 
available, up to a maximum of $5 million outstanding at any 
one time to the Trust Department of the M&I Marshall & 
llsley Bank, Milwaukee, Wisconsin. It is stated that the Trust 
Department has a continuous flow of funds from its internal 
operations and follows a practice of pooling these funds for 
loans to various corporations. 


The interest rate on the proposed notes with the Trust De- 
partment will be equivalent to the highest rate paid daily 

by General Telephone & Electronics Corporation on its com- 
mercial paper with a maturity of 180 days. Wisconsin Gas 
will be notified by the Trust Department of any change in 
the interest rate. The notes issued from January 1 to June 
30 will mature July 1 of the same year and those issued 

July 1 to December 31 will mature January 1 of the follow- 
ing year. The Trust Department will have the right, however, 
to dernand payment at any time of all or any part of the 
principal of the note or notes outstanding. Wisconsin Gas 
will have the right to prepay the notes at any time without 
penalty. 


Wisconsin Gas anticipates, under the proposed arrangement 
with the Trust Department, that it will be able to borrow 
money at a lower cost than borrowing from banks under 
lines of credit. It states as an example, that borrowings from 
the Trust Department during the period from January, 1973 
to October, 1974 have been at interest rates ranging from 
5-%2% to 9-5/8%, whereas the prime rate ranged from 6% to 
12%. 


Wisconsin Gas further proposes, in lieu of the issuance and 
sale of its Notes to the above-listed banks, to issue and sell 
from time to time, commercial paper up to a maximum of 
$10 million outstanding at any one time to Goldman, Sachs 
& Co., New York, New York, a dealer in commercial paper. 
The commercial paper will have varying maturities of not 
more than 270 days after the date of issue and will be issued 
and sold in varying denominations of not less than $50,000 
and not more than $2 million directly to Goldman, Sachs & 
Co. at a discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for com- 
mercial paper of comparable quality and like maturities. Wis- 
consin Gas proposes to sell commercial paper only so long 

as the discount rate or the effective interest cost for such 
commercial paper does not exceed the equivalent cost of 
borrowings from commercial banks (after taking into con- 
sideration compensating balances) on the date of sale, except 
for commercial paper of maturity not exceeding 90 days 
issued to refund outstanding commercial paper, if in the 
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judgment of Wisconsin Gas, it wouid be impractical to bor- 
row from commercial banks to refund such outstanding 
commercial paper. 


Goldman, Sachs & Co., as principal, will reoffer such com- 
mercial paper at a discount not to exceed 1/8 of 1% per an- 
num less than the prevailing discount rate to Wisconsin Gas. 
Such commercial paper will be reoffered to not more than 
200 identified and designated customers in a list (non-pub- 
lic) prepared in advance by Goldman, Sachs & Co., and no 
additions will be made to the customer lists without approv- 
al of the Commission. It is anticipated that the commercial 
paper will be held by customers to maturity; however, if 
any commercial paper is repurchased by Goldman, Sachs & 
Co., such paper will be reoffered to others in the group of 
200 customers. No commission or fee will be payable by 
Wisconsin Gas in connection with the issue and sale of such 
commercial paper notes. 


Wisconsin Gas intends to use the amounts borrowed to re- 
pay notes outstanding on November 28, 1974 (estimated to 
aggregate $25 million) and to partially finance its 1974 con- 
struction program (estimated at $13,308,000). It is antici- 
pated that funds required to retire the notes and commer- 
cial paper will be obtained from long-term financing and 
funds generated internally. Wisconsin Gas submits that Wis- 
consin Gas also requests authority to file certificates of noti- 
fication required by Rule 24 on a quarterly basis with re- 
spect to the proposed transactions with the Trust Depart- 
ment and Goldman, Sachs & Company. Wisconsin Gas sub- 
mits that the issuance of its commercial paper should be ex- 
cepted from the competitive bidding requirements of Rule 
50 by reason of clause (a)(5) thereof since it is not practical 
to invite competitive bids for commercial paper. 


Fees and expenses incident to the proposed transactions are 
estimated at $3,900, including counsel fees of $1,400. It is 
stated that no approval or consent of any regulatory body 
other than this Commission is necessary for the consumma- 
tion of the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 21, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declar- 
ant at the above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as filed or as it may be amend- 
ed, may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the dat eof the hear- 
ing (if ordered) and any postponements thereof. 
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tion, pursuant to delegated authority. 






George A. Fitzsimmons 
Secretary 









PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18626/October 24, 1974 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 





BROCKTON EDISON COMPANY 
Brockton, Massachusetts 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 
(70-5388) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF MATURITY OF SHORT-TERM NOTE AND EXTEN- 
SION OF PERIOD OF OPEN ACCOUNT ADVANCE 


Eastern Utilities Associates (‘EUA"’), a registered holding 
company, and its electric utility subsidiary companies, 
Blackstone Valley Electric Company (‘Blackstone”’), Brock- 
ton Edison Company, Fall River Electric Light Company 
and Montaup Electric Company, have filed with this Com- 
mission a post-effective amendment to the application-de- 
claration, as previously amended, filed in this proceeding 
pursuant to Sections 6(a), 7, 9(a), 10, 12(b), 12(c) and 12(f) 
of the Public Utility Holding Company Act of 1935 (‘Act’) 
and Rules 43(a) and 45(a) promulgated thereunder regard- 
ing the following proposed transactions. 


By Order dated October 30, 1973, in this proceeding (Hold- 
ing Company Act Release No. 18142), EUA was authorized 
to borrow $14,500,000 from The Chase Manhattan Bank, 
(N.A.) (“Chase”) and to issue Chase its note in that amount, 
maturing in not more than 90 days. By said Order, EUA was 
further authorized to make an open account advance of 
$14,500,000 to Blackstone, the proceeds of said advance 

to be used to pay certain of Blackstone’s bonds maturing | 
on November 1, 1973. By Supplemental Orders dated Jan- 
uary 28, 1974, April 29, 1974, and July 29, 1974, in this { 
proceeding (Holding Company Act Release Nos. 18264, 
18396 and 18515), EUA was authorized to extend the ma- 
turity of its borrowing and open account advance for addi- 
tional 90-day periods expiring April 29, 1974, July 29, 

1974, and October 28, 1974. 


Because it now appears the transactions proposed by the 
application-declaration as heretofore amended cannot be 
completed by October 28, 1974, EUA now proposes to ex- 
tend the maturity of the $14,500,000 note to Chase and 
advance to Blackstone to not later than December 31, 1974. 
The interest on such advance will be paid by Blackstone to 
EUA on October 28, 1974 and upon the repayment of 
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such advance. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac 
tions. The record is incomplete with regard to the fees and 
expenses to be incurred in connection with the proposed 
transactions. 


Upon the basis of the facts in the record, as further amend- 
ed by said post-effective amendment, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 


the interest of investors and consumers that the .application- 


declaration, as further maneded by said post-effective 
amendment, be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as further amended by said post-effective amendment, 
be, and it hereby is granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act, and subject fur- 
ther to the reservation of jurisdiction over fees and certain 
other matters in this proceeding as previously reserved by 
Order dated October 30, 1973 (Holding Company Act Re- 
lease No. 18142). 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8545/October 18, 1974 


In the Matter of 


SHEARSON INCOME FUND, INC. 

SHEARSON INVESTORS FUND, INC. 

THE SHEARSON APPRECIATION FUND, INC. 
THE SHEARSON CAPITAL FUND, INC. 

14 Wall Street 

New York, New York 10005 

(812-3676) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM THE PROVISIONS 
OF SECTION 15(a) OF THE ACT 


Shearson Income Fund, Inc., Shearson Investors Fund, Inc., 
The Shearson Appreciation Fund, Inc., and Shearson Capi- 
tal Fund, Inc., open-end investment companies, registered 
under the Investment Company Act of 1940 (‘‘Act’’), have 
filed an application pursuant to Section 6(c) of the Act for 
an order granting a temporary exemption from Section 
15(a) of the Act. 


On September 20, 1974, a notice was issued of the filing of 


said application (Investment Company Release No. 8511). 
The notice gave interested persons an opportunity to re 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it has been found that 
the granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for temporary exemption from the provi- 
sions of Section 15(a) of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8546/October 18, 1974 


In the Matter of 


THE PUTNAM INCOME FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE PUTNAM GROWTH FUND 

PUTNAM INVESTORS FUND, INC. 
PUTNAM VISTA FUND, INC. 

PUTNAM VOYAGER FUND, INC. 


and 


PUTNAM FUND DISTRIBUTORS, INC. 
265 Franklin Street 
Boston, Massachusetts 02110 


and 


PUTNAM FINANCIAL SERVICES, INC. 
555 Northgate Drive 

San Rafael, California 94903 

(812-3674) 


ORDER PURSUANT TO SECTION 6(c) GRANTING EX- 
EMPTION FROM SECTION 22(d) 


The Putnam Income Fund, Inc. (“Income”), The George 
Putnam Fund of Boston, Putnam Convertible Fund, Inc., 
Putnam Equities Fund, Inc., The Putnam Growth Fund, 
Putnam Investors Fund, Inc., Putnam Vista Fund, Inc., and 
Putnam Voyager Fund, Inc. (“Funds”), open-end manage- 
ment investment companies registered under the Investment 
Company Act of 1940 (“Act”) and Putnam Fund Distribu- 
tors, Inc. and Putnam Financial Services, principal under- 
writers for the Funds (collectively ““Applicants”’), have filed 
an application pursuant to Section 6(c) of the Act for an 
order of the Commission exempting Applicants from the 
provisions of Section 22(d) of the Act to permit income 
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dividends of Income to be reinvested at net asset value in 
shares of the other Funds. 


On September 20, 1974, a notice (Investment Company 

Act Release No. 8510) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No such request has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been found that 
the granting of the requested exemption is appropriate in 
the public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


It is ordered, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Section 
22(d) of the Act be, and hereby is, granted, effective forth- 
with. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8547/October 18, 1974 


In the Matter of 


CAPITAL FUND FOR FIDUCIARIES, INC. 
30 Wall Street 

New York, New York 10005 

(811-1907) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On September 17, 1974, a notice was issued (Investment 
Company Act Release No. 8509) that Capital Fund for Fi- 
duciaries, Inc. (““Company”), registered under the Invest- 
ment Company Act of 1940 (the “Act’’) as a non-diversi- 
fied, closed-end management investment company, had 
filed an application pursuant to Section 8(f) of the Act for 
an order of the Commission declaring that the Company has 
ceased to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the Com- 


pany has ceased to be an investment company. Accordingly, 
IT 1S ORDERED, pursuant to Section 8(f) of the Act, that 


the registration of Capital Fund For Fiduciearies, Inc. under 
the Act shall forthwith cease to be in effect. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 








George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8548/October 18, 1974 


In the Matter of 


AFORTRESS INCOME FUND, INC. 
8 Pennell Road 

Lima, Pennsylvania 19060 
(811-2005) 





ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On September 16, 1974, a notice was issued (Investment 
Company Act Release No. 8501) that Afortress Income 
Fund, Inc. (““Afortress’’) registered under the Investment 
Company Act of 1940 (the “Act’’) as a diversified, open-end 
management investment company, had filed an application 
pursuant to Section 8(f) of the Act for an order of the Com- 
mission declaring that Afortress has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the ap- 
plication might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that Afort- 
ress has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Afortress Income Fund, Inc., under the 
Act shall forthwith cease to be in effect. | 


For the Commission, by the Division of Investment Manage- } 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8549/October 18, 1974 


In the Matter of 


FML GROWTH FUND, INC. 

Fidelity Mutual Life Insurance Company 
Fidelity Mutual Life Building 

South Penn Square 

Philadelphia, Pennsylvania 19101 
(811-1611) 






ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 
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On September 16, 1974, a notice was issued (Investment 
Company Act Release No. 8502) stating that the Commis- 
sion proposed, pursuant to Section 8(f) of the Investment 
Company Act of 1940 (“Act”), to declare by order upon 
its own motion that FML Growth Fund, Inc. (‘‘“Growth”’) 
has ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Growth 
has ceased to be an investment company. Accordingly, 


IT |S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of FML Growth Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8550/October 21, 1974 


In the Matter of 


SCHUSTER FUND, INC. 

SCHUSTER SPECTRUM FUND, INC. 
245 Park Avenue 

New York, New York 10017 
(812-3662) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING TRANSACTION FROM THE PROVISIONS 
OF SECTION 17(a) 


Schuster Fund, Inc. (“Schuster”) and Schuster Spectrum 
Fund, Inc. (““Spectrum’’) (collectively referred to as “‘Appli- 
cants’’), open-end, diversified, management investment com- 
panies registered under the Investment Company Act of 

1940 (““Act’’), have filed an application pursuant to Section 
17(b) of the Act for an order of the Commission exempting 
from the provisions of Section 17(a) of the Act the proposed 
merger of Spectrum into Schuster. 


On September 10, 1974, a notice was issued (Investment 
Company Act Release No. 8490) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated in the application unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing 


The matter has been considered and it has been found, on 
the basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable and 
fair and do not involve overreaching on the part of any per- 


son concerned, and that the proposed transaction is con- 
sistent with the policies of the Applicants and with the 
general purposes of the Act. 


IT IS ORDERED, effective forthwith, pursuant to Section 
17(b) of the Act, that the proposed transaction as set forth 
in the application be, and it hereby is, exempted from the 
provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8551/October 22, 1974 


In the Matter of 


INVESTORS SYNDICATE OF AMERICA, INC. 
IDS Tower 

Minneapolis, Minnesota 55402 

(812-3690) 


ORDER PURSUANT TO SECTION 28(c) APPROVING 
AMENDMENT TO DEPOSITORY AGREEMENT TO 
FACE-AMOUNT CERTIFICATE COMPANY 


Investors Syndicate of America, Inc., a face-amount certifi- 
cate company registered under the Investment Company 
Act of 1940 (“‘Act”’), has filed an application for an ordc 
pursuant to Section 28(c) of the Act approving an amend 
ment to a depository agreement to cover a new series of 
face-amount certificates, to be designated Series SP 74. 


On September 24, 1974, a notice (Investment Company Act 
Release No. 8516) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an orde: disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public inter- 
est and consistent with the protection of investors. 


IT IS ORDERED, pursuant to Section 28(c) of the Act, 
that the proposed amendment to the depository agreement 
as set forth in the application be, and hereby is approved. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8552/October 22, 1974 


In the Matter of 


CHANNING SECURITIES, INC. 
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280 Park Avenue 
New York, New York 10017 
(811-2437) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Channing Securities, Inc. (‘Applicant’), a diversified, open- 
end management investment company registered under the 

Investment Company Act of 1940 (‘‘Act’’), has filed an ap- 

plication pursuant to Section 8(f) of the Act for an order of 
the Commission declaring that Porteous Growth Fund, Inc. 
(“Growth Fund”) has ceased to be an investment company 

as defined in the Act. 


On September 17, 1974, a notice (Investment Company Act 
Release No. 8493), was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would ‘:2 issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that Growth 
Fund has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Porteous Growth Fund, Inc., 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8553/October 22, 1974 


In the Matter of 


GOLDMAN, SACHS & CO. 
55 Broad Street 

New York, New York 10004 
(812-3632) 


ORDER GRANTING APPLICATION FOR EXEMPTION 
FROM SECTION 9(a) OF THE INVESTMENT COM- 
PANY ACT OF 1940 


On May 2, 1974 a notice of application and order of tempor- 


ary exemption was issued (Investment Company Act Re- 
lease No. 8342) stating that Goldman, Sachs & Co. (“’Ap- 
plicant’’) has filed an application pursuant to Section 9(c) 
of the Investment Company Act of 1940 (the ‘“Act’’) for an 
order exempting Applicant from the provisions of Section 
9(a) of the Act, and for an order temporarily exempting 
Applicant from Section 9(a) pending the Commission’s 
determination of the application. 


On May 2, 1974, the Commission ordered, pursuant to Sec- 
tion 9(c) of the Act that Applicant be temporarily exempted 
from the provisions of Section 9(a) of the Act, operative as 
a result of the entry of the injunction against Applicant in 
SEC v. Goldman, Sachs & Co., S.D.N.Y., 74 Civ. 1916 
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(HRT), pending determination by the Commission of the 
application for an order unconditionally exempting it from 
the provisions of Section 9(a) operative as a result of the 
entry of such injunction. 


The notice gave interested persons until May 31, 1974 to 
request a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated in the application unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not o: ‘ered a hearing. 


The Commission has considered the matter and finds that 
the conduct of Applicant has been such as not to make it 
against the public interest or protection of investors to 
grant Applicant's application for exemption from the pro- 
visions of Section 9(a) of the Act. 


Accordingly, 1T 1S ORDERED, pursuant to Section 9(c) of 
the Act, that the application of Goldman, Sachs & Co. for 
exemption from the provisions of Section 9(a) of the Act, 
insofar as any ineligibility to serve or act in the capacities 
enumerated in such Section arises out of the injunction en- 
tered against Applicant in SEC v. Goldman Sachs & Co., be 
and hereby is granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8554/October 24, 1974 


In the Matter of 


ARGONAUT FUND, INC. 
1200 Prospect Street 

La Jolla, California 92037 
(811-1559) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (‘‘Act’’), to declare by order upon its own mo- 
tion that Argonaut Fund, Inc. (““Fund’’), registered under 
the Act as an open-end diversified management investment 
company, has ceased to be an investment company. 


Fund, a California corporation, registered under the Act by 
filing its Notice of Registration on Form N-8A on Novem- 
ber 3, 1967. Thereafter, it filed a Registration Statement 
under the Act on Form N-8B-1 and a Registration Statement 
under the Securities Act of 1933 on Form S-5. 


Information in the Commission’s files indicates that at a 
special meeting of shareholders of the Fund held on Febru- 
ary 15, 1974, shareholders voted to approve a plan of li- 
quidation. Pursuant to the plan, all the investments in the 
Fund’s portfolio have been liquidated, all debts have been 
paid, and the remaining assets have been distributed pro 
rata to the Fund’s shareholders. The Fund has no assets, has 
ceased doing business and has filed a Certificate of Winding 
Up and Dissolution with the California Secretary of State. 
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Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon applica- 
tion, finds that a registered investment company has ceased 
to be an investment company, it shall so declare by order, 
and upon the effectiveness of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than November 19, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Wahsington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mail- 
ing) upon the Fund at the address stated above. Proof of 
such service (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of the 
matter herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8555/October 24, 1974 


In the Matter of 


ST. REGIS GROWTH FUND, INC. 
230 South 15 Street 

Philadelphia, Pa. 19102 

(811-1479) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission propos- 
es, pursuant to Section 8(f) of the Investment Company Act 
of 1940 (““Act’’), to declare by order on its own motion that 
St. Regis Growth Fund, Inc. (“St. Regis”), registered under 
the Act as an open-end investment company, has ceased to 
be an investment company as defined in the Act. 


St. Regis registered under the Act on March 3, 1967. It also 
filed a registration statement on Form S-5 under the Securi- 
ties Act of 1933 which became effective on October 25, 
1967. Information in the Commission’s files shows that on 
June 21, 1973, pursuant to the terms of a plan of reorgani- 
zation, St. Regis transferred substantially all of its assets to 
Lexington Research Fund, Inc. (‘“Lexington’’), in exchange 
for shares of Lexington which were distributed pro rata to 
St. Regis shareholders in exchange for their shares. St. Regis 


ceased doing business after June 21, 1973. It has one share- 
holder who owns one St. Regis share. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, on its own motion or upon application, 
finds that a registered investment company has ceased to be 
an investment company, it shall so declare by order, and, 
upon the effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than November 19, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mail- 
ing) upon St. Regis Growth Fund, Inc., at the address stated 
above. Proof of such service (by affidavit, or in the case of 
an attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the matter herein will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders is- 
sued in this matter, including the date of the hearing (if c 
dered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8556/October 24, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11072/October 24, 1974 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 428/October 24, 1974 


Admin. Proc. File No. 3-3947 
In the Matter of 


CONTINENTAL INVESTMENT CORPORATION 
100 Federal Street 
Boston, Massachusetts 


WADDELL & REED, INC. 
1 Crown Center 

Kansas City, Missouri 
(8-15372) (801-8038) 


KANSAS CITY SECURITIES CORPORATION 
1 Crown Center 

Kansas City, Missouri 

(8-12403) 
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FINDINGS AND ORDER ACCEPTING OFFER OF 
SETTLEMENT AND DISCONTINUING PROCEEDINGS 


In these proceedings under the Investment Company, Secur- 
ities Exchange and Investment Advisers Acts, Continental 
Investment Corporation (“CIC”), Waddell & Reed, Inc., a 
wholly-owned subsidiary of CIC and a registered broker-deal- 


er and investment adviser, and Kansas City Securities Corpor- 


ation (““KCSC”), a wholly-owned subsidiary of Waddell & 
Reed and a registered broker-dealer, have submitted an offer 
of settlement. Solely for the purpose of settling these pro- 
ceedings, and without admitting or denying the allegations in 
the order for proceedings, respondents consent to certain 
findings of misconduct and to specified undertakings. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. Respondents willfully violated and aided and abetted vio- 
lations of Section 17(a) of the Securities Act, Section 10(b) 
of the Exchange “<< and Rule 10b-5 thereunder, and Sec- 
tions 206(1) and (2) of the Advisers Act in connection with: 
(a) the offer and sale of shares of the United group of mu- 
tual funds (““funds”) 1/ for which Waddell & Reed acts as 
principal underwriter and investment adviser; (b) the pur- 
chase and sale of the funds’ portfolio securities; (c) the re- 
ceipt by KCSC of brokerage commission from the funds: 
and (d) arrangements pursuant to which the funds’ custo- 
dian banks helped CiC maintain compensating balances with 
other banks, which had loaned CIC $82.5 million 2/ to ac- 
quire Waddell & Reed, by deposits of their own funds. 


2. CIC, aided and abetted by Waddell & Reed, willfully vio- 
lated Section 17(d) of the Investment Company Act and 
Rule 17d-1 thereunder in connection with the custodian 
bank arrangements referred to above. 


3. Respondents willfully violated and aided and abetted 
violations of Sections 20(a) and 34(b) of the Investment 
Company Act and Rule 20a-1 thereunder in connection 
with proxy statements for the funds’ shareholder meetings, 
held on or about June 2, 1971, which were filed with the 
Commission and transmitted to the funds’ shareholders. 


The offer of settlement contains the following undertakings 
by respondents: 


(a) Upon acceptance of the offer by the Commission, KCSC 
will promptly withdraw its broker-dealer registration and 
will not reapply for such registration thereafter. 


(b) Neither respondents nor any company controlled by or 
under common control with any of them shall, without 
prior Commission approval, participate directly or indirect- 
ly in effecting, or receiving any compensation for effecting, 
the portfolio transactions of any registered investment com- 
pany with which any of them is or may be affiliated; pro- 
vided, however, that respondents or any company in such a 
control relationship with them may (i) act as, and receive 
compensation for acting as, the investment adviser of any 
such registered investment company, or (ii) obtain solely for 
the benefit of such registered investment company any com- 
mission, charge or other compensation in connection with 
the effecting of its portfolio transactions. 


(c) At least annually, respondents, as more fully set forth in 
their offer, will furnish to the independent directors of the 
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funds, or of any registered investment company with 
which respondents are affiliated, all information relating to 
banking arrangements and transactions between any of the 
respondents and any bank which is acting as, or under con- 
sideration for appointment as, custodian for any such regis- 
tered investment company. Respondents will also make and 
retain, for not less than five years, complete records of all 
information furnished. 


(d) Within 30 days of the date of this order, respondents 
will (i) cause KCSC to, or in default of payment by KCSC 
will themselves, pay to the funds the sum of $663,000, and 
(ii) pay to United Funds, Inc. the sum of $337,000. 


In view of the foregoing, the public interest does not require 
remedial sanctions. 


Accordingly, 1T 1S ORDERED that respondents’ offer of 
settlement be, and it hereby is, accepted, and that, subject 
to the undertakings set forth above, these proceedings be, 
and they hereby are, discontinued. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The group comprises United Funds, Inc. (a series com- 
pany consisting of United Science Fund, United Income 
Fund, United Accumulative Fund and United Bond Fund), 
United Vanguard Fund, Inc., United Continental Growth 
Fund, Inc. and United Continental Income Fund, Inc. 


2/ This amount was reduced to approximately $52.5 ( 
million in November 1970. 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 427/October 22, 1974 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11069/October 22, 1974 


Admin. Proc. File Nos. 3-4542 and 3-4551 
In the Matter of 


CHANCELLOR MANAGEMENT COPRORATION 
1900 Avenue of the Stars 

Los Angeles, California 

(801-6673) 


JEROME ROBERT RANDOLPH 


JOHN H. RAWLINGS, Ill 
24835 Jacob Hamlin Road 
Calabasas, California 
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BERTRAM C. SINGER 
4969 Palo Drive 
Tarzana, California 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
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REMEDIAL SANCTIONS 


Chancellor Management Corporation (“‘registrant’’), a regis- 
tered investment adviser, Jerome Robert Randolph, regis- 
trant’s president and sole shareholder, John H. Rawlings, III, 
who was a trader with various broker-dealer firms and a co- 
venturer with Randolph, and Bertram C. Singer, former 
vice-president of a broker-dealer firm, submitted offers of 
settlement in an injunctive action brought by the Commis- 
sion involving the purchase, offer and sale of securities of 
The Seaboard Corporation and related practices. 1/ The 
Commission determined to accept those offers. Pursuant to 
the offers, which neither admitted nor denied the allegations 
of the Commission’s complaint, permanent injunctions were 
entered against respondents enjoining them from violations 
of various provisions of the securities acts. Respondents also 
consented to the institution of administrative proceedings, 
and to the imposition of certain sanctions therein which it 

is in the public interest to impose. 


Accordingly, 1T 1S ORDERED that public proceedings, pur- 
suant to Section 203 of the Investment Advisers Act with 
respect to registrant, Randolph and Rawlings, and pursuant 
to Section 15(b) of the Securities Exchange Act with re- 
spect to Randolph, Rawlings and Singer, be, and they here- 
by are, instituted on the basis of the injunctions referred to 
above. 2/ 


IT IS FURTHER ORDERED that the registration as an in- 
vestment adviser of Chancellor Management Corporation be, 
and it hereby is, revoked; that Jerome Robert Randolph and 
John H. Rawlings, lil, be, and they hereby are, barred from 
being associated with any investment adviser or broker-deal- 
er with the proviso that, after May 31, 1975, Rawlings may 
apply to become so associated in a non-supervisory capacity 
upon a showing that he will be adequately supervised; and 
that Bertram C. Singer be, and he hereby is, suspended 

from association with any broker-dealer for a period of 30 
days effective November 4, 1974. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC The Seaboard Corporation, et al., Civil Action 
No. 74-567-MML (C.D. Calif.). 


2/ Singer’s offer provides that the injunction against him 
may not serve as the basis for any other administrative pro- 
ceeding or as the sole basis for any administrative sanction 
except as provided herein. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 428/October 24, 1974 


See Investment Company Act Release No. 8556/October 
24, 1974. 








LITIGATION 





Litigation Release No. 6553/October 21, 1974 
SEC v. ECOLOGICAL MANUFACTURING CORP., et al. 


William D. Moran, Administrator of the New York Region- 
al Office of-the Securities and Exchange Commission, to- 
day announced the filing of an injunctive complaint in the 
U. S. District Court for the Southern District of New York 
on October 3, 1974 against Ecological Manufacturing Corp. 
(“EMC”) of Long Island City, New York; Allan Becker 
(““Becker’’) of Park Ridge, New Jersey; Arthur Kronenberg 
(‘Kronenberg’) of Washington Township, New Jersey; Er- 
nest Milchman (“‘Milchman’’) of New Rochelle, New York; 
Stanley Goldfoot (““Goldfoot’’) formerly of New York, 
New York and currently an Israeli citizen; Benjamin Loewy 
(B. Loewy”) of Franklin Lakes, New Jersey; Robert Loewy 
(“R. Loewy”) of New City, New York; Joseph DeFilippo 
(“J. DeFilippo”) and Thomas DeFilippo (“T. DeFilippo’’) 
both of New City, New York; Henry C. Nathan (“Nathan”); 
Corporate Advisory Counsel (“CAC”), Iscoram Corp. (‘‘Is- 
coram”’), Nova Equity Ventures, Inc. (‘’Nova’’), Horizon 
Securities, Inc. (“Horizon”) and George Bernard (“‘Ber- 
nard’’) all of New York, New York. 


The Commission’s complaint charges violations of the regis- 
tration and anti-fraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934 in the offer 
and sale of the common stock of EMC. The complaint in 
particular alleges that the defendants made and aided and 
abetted in the making of false and misleading statements 
and omissions concerning: 


1. the misuse of the proceeds of the sale of EMC stock, in- 
cluding diversion of funds to CAC, R. Loewy and B. Loewy; 


2. the educational background of the two (2) principal offi- 
cers of EMC; 


3. the payment of finder’s fees to R. and B. Loewy; 


4. the filing, printing, legal, accounting and miscellaneous 
expenses of EMC; 


5. the amount of net proceeds EMC would receive if the 
underwriting were sold out; 


6. the supposed approval of EMC’s principal product by the 
Department of Agriculture; 


7. the control, operation and domination of the EMC public 
stock offering by B. and R. Loewy and CAC; and 


8. the splitting of Kronenberg’s legal fees for services in 
connection with the public offering of EMC stock among 
Kronenberg, CAC and B. and R. Loewy. 


The complaint further alleges that in light of the above-men- 
tioned false and misleading statements and omissions, the 
statutory Regulation A exemption from the registration 
provisions of the Securities Act became invalid. Thus the 
complaint alleges that defendants in addition to the above- 
mentioned anti-fraud violations, aided and abetted in the 
violations of the registration provisions of the Securities 

Act of 1933. 
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William D. Moran, Administrator of the New York Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on October 10, 1974 the Commission filed a 
complaint in the U. S. District Court for the Southern Dis- 
trict of New York charging Samuel Weisberger of Brooklyn, 
New York; Rifky Weisberger of Brooklyn, New York; and 
Jeremias Kramer of Brooklyn, New York with violations of 
the anti-fraud proivsions of the Securities Exchange Act of 
1934 in connection with the tender offer by Mobil Oil 
Corporation for the securities of Marcor Inc. 


The Commission's complaint seeks, in addition to injunc- 
tions against the defendants, a temporary restraining order 
restraining the dissipation, transfer, conveyance or other 
disposition of the proceeds paid or to be paid for the pur- 
chase of the Marcor securities tendered by the defendants 
to the Mobil Oil Corporation and an order directing that 
such proceeds be paid into the registry of the court pending 
a final resolution of the action. In addition, the Commission 
is seeking to have the illegal tender offer effected by the de- 
fendants cancelled or withdrawn. 


The complaint alleges that the defendants tendered to Mo- 
bil, by means of a guaranty of delivery, 5,000 shares of 
Marcor common stock (tender price - $35 per share) when 
the defendants did not own such securities. It is further 
alleged that after the termination of the tender offer the de- 
fendants purchased the 5,000 shares previously tendered, 

at prices ranging from $21 per share to $23.50 per share 
and thereupon tendered physical delivery of the stock cer- 
tificates. This lawsuit represents the first Commission action 
against this type of activity which is commonly known as 
“short tendering.” 


On October 10, 1974 Judge Lloyd F. MacMahon of the 

U. S. District Court for the Southern District of New York 
signed the Temporary Restraining Order requested by the 
Commission which Order is to remain in effect pending a 
hearing on the Commission's motion for a preliminary in- 
junction. 


Mr. Moran wishes to acknowledge that the New York Stock 
Exchange, Inc. provided information to the Commission 
which assisted the Commission in its investigation leading 
to the filing of the complaint in this matter. 





Litigation Release No. 6555/October 21, 1974 


US v. CHARLES D. ADAMS 
(E.D. Tex.) 


Roby Hadden, U. S. Attorney for the Eastern District of 
Texas, and Robert F. Watson, Administrator of the Fort 
Worth Regional Office, announced that on October 4, 1974 
a Federal Grand Jury sitting in Tyler, Texas, returned a 
three-count indictment against Charles Dean Adams, of 
Harrison, Arkansas, formerly of Denton, Texas. 


The indictment charges Adams with transporting in inter- 
state commerce falsely made or forged common stock certi- 
ficates of LSL Corporation, Denton, Texas. 


The indictment alleges in Counts One and Two that Adams 
sold two of the certificates while in St. Louis, Missouri for 
$68,250. The Third Count charges that Adams pledged an- 
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other certificate to a bank in New Orleans, Louisiana as 
collateral on a $500,000 loan. The indictment charges that 
Adams, while president of LSL Corporation, used a total 
of six of the falsely made or forged certificates over a per- 
iod from April 1970 until October 1972. 


For further information see Litigation Release Nos. 6125, 
6161 and 6189. 





Litigation Release No. 6556/October 22, 1974 


SEC v. IMPERIAL TRUST COMPANY, etal. 
(D. Az.) (Civil Action No. 74-600 PHX-WPC) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on September 27, 1974, the Honor- 
able William P. Copple, Judge, U. S. District Court for the 
District of Arizona, entered an Order of Permanent Injunc- 
tion against Imperial Trust Company, International Trust 
Company, Charles A. Fritsinger, Sr., and Charles A. Frit- 
singer, Jr. The defendants, all of Phoenix, Arizona, con- 
sented to the Order of Permanent Injunction without ad- 
mitting or denying the allegations of the complaint; and 
are permanently enjoined from further violations of the 
registration and anti-fraud provisions of the federal securi- 
ties laws in connection with the sale of warrants and com- 
mon stock of Imperial Trust Company and International 
Trust Company, and any other securities. 


(See Litigation Release No. 6509, September 9, 1974.) 





Litigation Release No. 6557/October 22, 1974 


SEC v. RELIANCE CAPITAL CORPORATION 
(CD. CA, 72-621-JWC) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Commission, 
announced today that on July 16, 1974, Federal District 
Judge Jesse W. Curtis of Los Angeles, California, signed an 
order denying the Commission's request for injunction as 
to the remaining defendants, Reliance Capital Corporation, 
Reliance Group, Inc., Reliance Industries, Inc., Salvatore 

P. Osio, Ronald R. Safer, and John B. Spear, and dismissed 
the action in this matter after trial on the single issue of the 
need for an injunction. Previously, injunctive orders had 
been entered by consent against John E. Kennedy on Novem: 
ber 27, 1972, and Earl Lachman on February 12, 1974. 


For further information, see Litigation Releases Nos. 5365 
and 9394. 





Litigation Release No. 6558/October 22, 1974 
US v. STANLEY GOLDBLUM, et al. (CD. CA.) 


William D. Keller, U. S. Attorney for the Central District of 
California, and Gerald E. Boltz, Administrator of the Los 

Angeles office of the Securities and Exchange Commission, 
announced that on October 8, 1974, Stanley Goldblum of 
Beverly Hills, California, former president and chairman of 
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Equity Funding Corporation of America (Equity Funding), 
pleaded guilty to five felony counts: conspiracy, securities 
fraud, filing false documents with the Securities and Ex- 
change Commission, mail fraud, and interstate transport of 
property taken by fraud. Goldblum changed his earlier inno- 
cent plea on the fifth day of his trial on 45 counts brought 
against him relating to the alleged fraud at Equity Funding. 


Prior to the start of this trial, 18 of the other 22 persons in- 
dicted pleaded guilty to charges in the same indictment. They 
are: Samuel B. Lowell, Jerome E. Evans, Fred Levin, Michael 
E. Sultan, James Cyrus Smith, Jr., Arthur Stanley Lewis, Da- 
vid Jack Capo, Lloyd Douglas Edens, Lawrence Grey Collins, 
James Howard Banks, William Mercado, Donald McClellan, 
William Edward Symonds, Lester Michael Keller, Alan Lewis 
Green, Gary Stanley Beckerman, Mark Charles Lewis, and 
Richard Gardenier. 


Sentencing for those who have plead is tentatively set for 
February 10, 1975, by Judge Jesse W. Curtis. 


The three indicted independent auditors of Equity Funding 
were granted a severance and their trial is set to commence 
January 7, 1975. They are Julian S. H. Weiner, Marvin Al 
Lichtig, and Solomon Block. Weiner was a partner of Wolf- 
son, Weiner, Ratoff, & Lupin and Seidman & Seidman, the 
accounting firms that certified Equity Funding’s financial 
statements. Block was manager of these audits for the two 
firms. Lichtig was a partner of the Wolfson, Weiner firm 

and became an officer of Equity Funding. 





Litigation Release No. 6559/October 22, 1974 


SEC v. HERITAGE TRUST COMPANY, et al. 
(D. AZ) (Civil Action No. 74-519 PHX-WPC) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Commission, 
announced that on October 8, 1974, the Honorable William 
P. Copple, Judge, U. S. District Court for the District of 
Arizona, entered an Order of Permanent Injunction which 
enjoined Heritage Trust Company (Heritage), John R. Brom- 
ley (Bromley) and H. D. Wilbanks, Jr. (Wilbanks), all of 
Phoenix, Arizona, from further violations of the registration 
and anti-fraud provisions of the federal securities laws in con- 
nection with the offer, sale, or purchase of beneficial inter- 
ests in revocable inter vivos trust accounts issued by Heri- 
tage and any other securities. The defendants consented to 
the Order without admitting or denying any of the allega- 
tions of the complaint, and further stipulated to ancillary 
relief as follows: 


1. The judgment orders the defendants Heritage and Brom- 
ley to cause the completion of an audit by the accounting 
firm of Levanthal, Krekstein, Horwath and Horwath, which 
audit shall reflect the financial condition of Heritage and 

its trust department. 


2. The judgment further orders the defendant Bromley to 
cause Heritage to notify, in writing, its investors and sales 
personnel of the scope and nature of the Order entered by 
the Court. 


3. Judge William P. Copple, as part of the judgment, appoint- 
ed Mr. Donald Daughton to act as Special Counsel for Heri- 
tage and to investigate and analyze the manner in which Heri- 


tage operates, after which Mr. Daughton shall make final 
recommendations to the Court. 


Any questions relating to the above should be directed to 
Special Counsel, Donald Daughton, at 100 East Washington 
Street, Suite 1840, Phoenix, Arizona 85025. For further in- 
formation, see Litigation Release No. 6459. 





Litigation Release No. 6560/October 22, 1974 


US v. DAVID EUGENE DUNCAN (C.A. 10) 

James L. Treece, U. S. Attorney for the District of Colorado, 
and Robert H. Davenport, Administrator of the Denver Re- 
gional Office of the Securities and Exchange Commission, 
jointly announced that on October 3, 1974, the U. S. Court 
of Appeals for the 10th Circuit affirmed the 1973 convic- 
tion of David Eugene Duncan on three counts of criminal 
contempt of a permanent injunction involving the offer and 
sale of unregistered securities, namely notes of The Bankers 
Fund, Inc. 


The Court held that in the three counts, Duncan had will- 
fully disobeyed an injunction entered by the District Court 
for the District of Colorado on November 19, 1971 in an 
action brought against him by the Securities and Exchange 
Commission and that he was thus subject to punishment for 
contempt of court as provided by 18 U.S. Code, Section 401. 
The Court further held that the one year statute of limita- 
tions applicable under Section 402 did not apply since Sec- 
tion 402 was inapplicable because the injunction obtained 
by the Securities and Exchange Commission was entered 
“‘on behalf of” the United States. 


For further information see Litigation Release Numbers 5227, 
5231, 6047, and 6083. 





Litigation Release No. 6561/October 22, 1974 


SEC v. STANDARD RESOURCES, INC. and CHARLES 
H. BRANSTETTER 
(D. Nev., Reno Div.) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, and Leonard H. Rossen, Associate Regional Admin- 
istrator of the San Francisco Branch Office of the Securities 
and Exchange Commission, announced that on October 11, 
1974, the Honorable Bruce R. Thompson. U. S. District 
Judge for the District of Nevada, Reno Division, entered a 
decree of permanent injunction against Standard Resources, 
Inc. (“SRI”) and Charles H. Branstetter, enjoining them 
from further violations of Sections 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder, and Sec- 
tions 5(a) and 5(c) of the Securities Act of 1933 in connec- 
tion with the offer and sale of the common stock, and con- 
vertible notes of SRI, or any other security. The defendants 
consented to the decree of permanent injunction without 
adimitting or denying the allegations of the Commission's 
complaint. 


The complaint alleged that SRI, a Nevada mining company, 


and Branstetter, its president, in connection with the offer 
and sale of SRI common stock and SRI convertible notes: 
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stated that SRI had a $1,750,000 contract to produce tung- 
sten, but omitted to state SRI did not have the capital it 
needed to operate the mine; stated that the Veta Grande 
Mine, its major asset, contains 35 million tons of “proven” 
ore reserves, when in fact this amount has not been “‘prov- 
en”; stated that the Veta Grande ore mass contains six 
ounces of silver per ton, but omitted to state that SRi has 
not done adequate sampling to prove that the silver persists 
throughout the entire ore mass; and stated that SRI has pro- 
cessed silica, but omitted to state that SRI has not, to date, 
produced or sold any commercially acceptable silica. 


In addition, the complaint alleged that the defendants made 
misleading statements and statements containing material 
omissions regarding the value of SRI’s Marina sand plant, 
Acamar Corporation stock, Carter Springs Mining Company 
stock, and certain other properties. Finally, the defendants 
were alleged to have made misleading statements about 
their ability to sell out the stock offering, and omitted to 
tell some prospective note purchasers about a silver bullion 
option offered in conjunction with the notes but not dis- 
closed in the prospectus. 


The complaint also alleged that between March 31, 1971, 
and September 30, 1972, SRI sold approximately 304,000 
shares of unregistered common stock. (SEC v. Standard Re- 
sources, Inc. and Charles H. Branstetter, Civ. R 74-131 BRT, 
D. Nev., Reno Div.). 





Litigation Release No. 6562/October 23, 1974 
US v. O'MALLEY (U.S.D.C. Colo. Criminal No. 74-423) 


James L. Treece, U. S. Attorney for the District of Colorado, 


and Robert H. Davenport, Administrator of the Denver Re- 
gional Office of the Securities and Exchange Commission, 


jointly announced that on October 10, 1974, a federal grand 
jury sitting in Denver, Colorado, returned a two count in- 
dictment charging John B. O’Malley, Jr. of Aurora, Colora- 
do, with one count each of securities fraud and of the trans- 
portation in interstate commerce of fraudulently obtained 
monies. 


The indictment charges, among other things, that the de- 
fendant, from on or about June 1, 1971, and continuing until 
on or about June 14, 1971, caused the offer and sale of a se- 
curity in the form of a note, collateralized by metal bars. 
The indictment further charges that the defendant represent- 
ed and caused to be represented to the investor, among other 
things, that the metal bars collateralizing the note contained 
platinum, gold, silver and other precious metals; that the per- 
centage of these precious metals in said metal bars exceeded 
90 percent; that he (defendant O’Malley) had a secret pro- 
cess for the extraction of precious metals from the metal 
bars; that the metal bars could be quickly converted to the 
component precious metals and these could then be easily 
sold; that the assay of the metal bars prepared and supplied 
by him (defendant O’Malley) was a true and accurate analy- 
sis of said metal bars. The indictment alleges that, in fact, 
these statements were false and misleading when made and 
the defendant well knew the same to be false and misleading 
when made. 


In addition, the grand jury returned two indictments charg- 
ing O’Malley and a Denver attorney, Thomas K. Hudson, in 
one indictment with violations of the wire fraud statute 
and O’Malley in the second indictment with violation of 
the wire fraud and interstate transportation of stolen proper- 
ty statutes. Both of these indictments charge that fraudulent 
representations were made concerning the worth of metal 
bars used by the detendants in various transactions. 
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